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Policy, ed. Joseph J. Cordes, Robert D. Ebel, and Jane G. Gravelle, 2nd ed. (Washington: The Urban Institute Press, 

2005), pp. 421-424. 

2 The National Commission on Fiscal Responsibility and Reform, The Moment of Truth, December 2010, 

http://www.fiscalcommission.gov/sites/fiscalcommission.gov/files/documents/TheMomentofTruth12_1_2010.pdf. 

3 See CRS Report R41591, Tax Reform: An Overview of Proposals in the 112th Congress, by James M. Bickley; CRS 

Report R41970, Addressing the Long-Run Budget Deficit: A Comparison of Approaches, by Jane G. Gravelle; and CRS 

Report R41641; Reducing the Budget Deficit: Tax Policy Options, by Molly F. Sherlock. The provisions of the Wyden-

Gregg bill from the 111th Congress, which were identical with one exception to S. 727 (112th), were estimated by the 

Joint Committee on Taxation, posted at http://wyden.senate.gov/imo/media/doc/Score.pdf. 

4 Tax expenditures are defined under the Congressional Budget and Impoundment Control Act of 1974 (P.L. 93-344) as 
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5 For an introduction to tax expenditures and an explanation on their role in the federal tax system, see CRS Report 

RL33641, Tax Expenditures: Trends and Critiques, by Thomas L. Hungerford; CRS Report RL34622, Tax 
Expenditures and the Federal Budget, by Thomas L. Hungerford; and CRS Report RL32808, Overview of the Federal 
Tax System, by Molly F. Sherlock and Donald J. Marples. 

6 See CRS Report RL34229, Corporate Tax Reform: Issues for Congress, by Jane G. Gravelle and Thomas L. 

Hungerford; and CRS Report R41743, International Corporate Tax Rate Comparisons and Policy Implications, by 

Jane G. Gravelle. For a discussion of revisions focused on the tax treatment of foreign source income, see CRS Report 

RL34115, Reform of U.S. International Taxation: Alternatives, by Jane G. Gravelle. 

7 CRS Report R41602, Should the United States Levy a Value-Added Tax for Deficit Reduction?, by James M. Bickley; 
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�Z�K�L�F�K���F�R�Q�W�D�L�Q�V���J�U�D�G�X�D�W�H�G���U�D�W�H�V�����S�H�U�V�R�Q�D�O���H�[�H�P�S�W�L�R�Q�V�����D�Q�G���V�W�D�Q�G�D�U�G���G�H�G�X�F�W�L�R�Q�V�����7�K�H�U�H���D�U�H��
�S�U�R�Y�L�V�L�R�Q�V���W�K�D�W���P�L�J�K�W���E�H���F�R�Q�V�L�G�H�U�H�G���I�R�U���E�D�V�H���E�U�R�D�G�H�Q�L�Q�J���E�X�W���D�U�H���Q�R�W���R�Q���W�K�H���O�L�V�W�����V�X�F�K���D�V���W�K�H��
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�L�Q�F�O�X�G�H���W�K�H���H�[�F�O�X�V�L�R�Q���R�I���6�R�F�L�D�O���6�H�F�X�U�L�W�\�����0�H�G�L�F�D�U�H�����D�Q�G���F�D�V�K���S�X�E�O�L�F���D�V�V�L�V�W�D�Q�F�H���I�U�R�P���W�D�[�D�W�L�R�Q�����W�K�H�\��
�G�R���Q�R�W���L�Q�F�O�X�G�H���W�K�H���H�[�F�O�X�V�L�R�Q���R�I���6�1�$�3�����I�R�U�P�H�U�O�\���I�R�R�G���V�W�D�P�S�V�����R�U���0�H�G�L�F�D�L�G�����1�H�Y�H�U�W�K�H�O�H�V�V�����W�D�[��
�H�[�S�H�Q�G�L�W�X�U�H�V���D�U�H���D���I�D�L�U�O�\���J�R�R�G���L�Q�Y�H�Q�W�R�U�\���R�I���S�R�W�H�Q�W�L�D�O���V�R�X�U�F�H�V���R�I���W�D�[���E�D�V�H���E�U�R�D�G�H�Q�L�Q�J�� 

�7�K�H���F�R�Q�F�H�S�W���R�I���W�D�[���H�[�S�H�Q�G�L�W�X�U�H�V���Z�D�V���G�H�Y�H�O�R�S�H�G���W�R���K�L�J�K�O�L�J�K�W���W�K�H���S�R�L�Q�W���W�K�D�W���W�K�H�V�H���S�U�R�Y�L�V�L�R�Q�V���V�K�R�X�O�G��
�E�H���F�R�Q�V�L�G�H�U�H�G���D�V���V�X�E�V�W�L�W�X�W�H�V���I�R�U���G�L�U�H�F�W���V�S�H�Q�G�L�Q�J�����&�R�Q�V�H�T�X�H�Q�W�O�\�����W�D�[���H�[�S�H�Q�G�L�W�X�U�H�V���D�U�H���J�H�Q�H�U�D�O�O�\��
�D�O�O�R�F�D�W�H�G���W�R���W�K�H���I�X�Q�F�W�L�R�Q�D�O���E�X�G�J�H�W���F�D�W�H�J�R�U�L�H�V�����Q�D�W�L�R�Q�D�O���G�H�I�H�Q�V�H�����L�Q�W�H�U�Q�D�W�L�R�Q�D�O���D�I�I�D�L�U�V�����V�F�L�H�Q�F�H���D�Q�G��
�U�H�V�H�D�U�F�K�����D�Q�G���V�R���I�R�U�W�K�������:�L�W�K���W�K�L�V���W�\�S�H���R�I���R�U�J�D�Q�L�]�D�W�L�R�Q�����D���Y�H�U�\���O�D�U�J�H���I�U�D�F�W�L�R�Q���R�I���W�D�[���H�[�S�H�Q�G�L�W�X�U�H�V��
���D�E�R�X�W�������������I�D�O�O�V���L�Q�W�R���W�K�H���F�D�W�H�J�R�U�\���R�I���K�R�X�V�L�Q�J���D�Q�G���F�R�P�P�H�U�F�H�����Z�K�L�F�K���D�F�F�R�X�Q�W�V���I�R�U���O�H�V�V���W�K�D�Q���������R�I��
�G�L�U�H�F�W���V�S�H�Q�G�L�Q�J�����7�K�L�V���R�U�J�D�Q�L�]�D�W�L�R�Q�D�O���D�S�S�U�R�D�F�K�����K�R�Z�H�Y�H�U�����F�D�Q���F�D�X�V�H���S�R�U�W�L�R�Q�V���R�I���D���W�D�[���S�U�R�Y�L�V�L�R�Q���W�R��
�D�S�S�H�D�U���V�H�S�D�U�D�W�H�O�\���L�Q���G�L�I�I�H�U�H�Q�W���I�X�Q�F�W�L�R�Q�D�O���F�D�W�H�J�R�U�L�H�V�����D�Q���H�[�D�P�S�O�H���L�V���W�K�H���G�H�G�X�F�W�L�R�Q���I�R�U���F�K�D�U�L�W�D�E�O�H��
�F�R�Q�W�U�L�E�X�W�L�R�Q�V���Z�K�H�U�H���V�H�S�D�U�D�W�H���H�V�W�L�P�D�W�H�V���I�R�U���F�R�Q�W�U�L�E�X�W�L�R�Q�V���W�R���K�H�D�O�W�K�����H�G�X�F�D�W�L�R�Q�����D�Q�G���D�O�O���R�W�K�H�U��
�U�H�F�L�S�L�H�Q�W�V���D�U�H���P�D�G�H�� 

                                                 
13  U.S. Congress, Joint Committee on Taxation, Estimates of Federal Tax Expenditures for Fiscal Years 2011-2015, 
committee print, 112th Cong., 2nd sess., January 17, 2012, JCS-1-12 (Washington: GPO, 2012). 
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�E�H�K�D�Y�L�R�U�������0�R�V�W���R�I���W�K�H���F�R�Q�V�X�P�S�W�L�R�Q���U�H�O�D�W�H�G���S�U�R�Y�L�V�L�R�Q�V���I�D�O�O���L�Q�W�R���W�K�U�H�H���P�D�M�R�U���F�D�W�H�J�R�U�L�H�V�����K�H�D�O�W�K����
�H�G�X�F�D�W�L�R�Q�����D�Q�G���F�K�D�U�L�W�\�����-�&�7�¶�V���U�H�Y�H�Q�X�H���O�R�V�V���H�V�W�L�P�D�W�H�V���Z�H�U�H���P�D�G�H���X�Q�G�H�U���D���F�X�U�U�H�Q�W���O�D�Z���E�D�V�H�O�L�Q�H����
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������������ 

Table 1. Tax Exp enditures by Category of Economic Effect, FY2014  

Category  Amount ($billions)  Share of Total  (%) 

Share with 
Provisions  

Expiring Before 
FY2014 Included  

(%) 

Saving 347.5 29.1 29.8 

Business 23.0 1.9 1.6 

Housing: Owner-Occupied 154.3 13.0 12.3 

Consumption Allocation 324.1 27.3 25.5 

     Health 254.8 21.4 18.9 

     Education 13.4 1.1 1.9 

     Charity 50.1 4.2 4.2 

Labor Supply 82.8 7.0 7.4 

Government Programs 237.1 20.0 18.7 

Structural 21.1 1.8 4.6 

Source:   CRS calculations based on Joint Committee on Taxation revenue estimates. 

Notes:   The major expiring provisions are the increased child credit (structural), the lower rate for dividends 
(savings), elements of the earned income credit (labor supply) and education credits and benefits.  

�)�R�U���H�D�F�K���F�D�W�H�J�R�U�\�����W�K�H���H�V�W�L�P�D�W�H�G���U�H�Y�H�Q�X�H���O�R�V�V���R�I���W�K�H���S�U�R�Y�L�V�L�R�Q�V���L�Q���W�K�H���F�D�W�H�J�R�U�\���L�V���U�H�S�R�U�W�H�G���L�Q���W�K�H��
�V�H�F�R�Q�G���F�R�O�X�P�Q���R�I���7�D�E�O�H���������I�R�O�O�R�Z�H�G���E�\���W�K�H���V�K�D�U�H���R�I���W�K�H���W�R�W�D�O���U�H�Y�H�Q�X�H���O�R�V�V���R�I���D�O�O���W�D�[���H�[�S�H�Q�G�L�W�X�U�H�V����
�7�K�H���O�D�V�W���F�R�O�X�P�Q���S�U�R�Y�L�G�H�V���D�Q���D�S�S�U�R�[�L�P�D�W�H���D�G�M�X�V�W�P�H�Q�W���I�R�U���S�U�R�Y�L�V�L�R�Q�V���W�K�D�W���Z�R�X�O�G���E�H���U�H�L�Q�V�W�D�W�H�G���L�I���W�K�H��
�%�X�V�K���W�D�[���F�X�W�V�����S�O�X�V���S�U�R�Y�L�V�L�R�Q�V���H�Q�D�F�W�H�G���L�Q���������������Z�H�U�H���H�[�W�H�Q�G�H�G�����D�O�W�K�R�X�J�K���L�W���G�R�H�V���Q�R�W���D�F�F�R�X�Q�W���I�R�U��
�W�K�H���F�K�D�Q�J�H���L�Q���W�D�[���U�D�W�H�V��14���7�K�H�V�H���F�D�O�F�X�O�D�W�L�R�Q�V���D�G�G���E�D�F�N���S�U�R�Y�L�V�L�R�Q�V���L�Q���I�R�X�U���D�U�H�D�V�����W�K�H���O�D�U�J�H�U���D�Q�G��
�O�D�U�J�H�O�\���U�H�I�X�Q�G�D�E�O�H���F�K�L�O�G���F�U�H�G�L�W�����V�W�U�X�F�W�X�U�D�O�������H�G�X�F�D�W�L�R�Q���S�U�R�Y�L�V�L�R�Q�V�����H�D�U�Q�H�G���L�Q�F�R�P�H���F�U�H�G�L�W���S�U�R�Y�L�V�L�R�Q�V��
���O�D�E�R�U���V�X�S�S�O�\�������D�Q�G���O�R�Z�H�U���U�D�W�H�V���R�Q���G�L�Y�L�G�H�Q�G�V�����V�D�Y�L�Q�J����15 

                                                 
14 Lower tax rates would cause overall tax expenditures to fall. 

15 These changes were based on revenue projections by the Joint Committee on Taxation, Estimated Budget Effects Of 

�7�K�H���³�7�D�[���5�H�O�L�H�I�����8�Q�H�P�S�O�R�\�P�H�Q�W���,�Q�V�X�U�D�Q�F�H���5�H�D�X�Whorization, And Job Creation Act Of 2010���´���-�&�;������-10, December 

10, 2010, http://www.jct.gov/publications.html?func=select&id=48. 
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�I�R�U�P���R�I���D�Q���H�[�F�O�X�V�L�R�Q���R�I���H�P�S�O�R�\�H�U���S�U�R�Y�L�G�H�G���E�H�Q�H�I�L�W�V�����S�H�Q�V�L�R�Q�V���D�Q�G���K�H�D�O�W�K���L�Q�V�X�U�D�Q�F�H�����D�Q�G���W�K�X�V��
�D�I�I�H�F�W���O�D�E�R�U���V�X�S�S�O�\���D�V���Z�H�O�O���D�V���W�K�H���U�H�W�X�U�Q���W�R���V�D�Y�L�Q�J�V���R�U���W�K�H���F�R�V�W���R�I���K�H�D�O�W�K���V�S�H�Q�G�L�Q�J�����7�K�H���H�[�F�O�X�V�L�R�Q���R�I��
�K�H�D�O�W�K���L�Q�V�X�U�D�Q�F�H�����I�R�U���H�[�D�P�S�O�H�����L�V���F�O�D�V�V�L�I�L�H�G���X�Q�G�H�U���K�H�D�O�W�K���U�D�W�K�H�U���W�K�D�Q���O�D�E�R�U���V�X�S�S�O�\���E�H�F�D�X�V�H���W�K�H��
�S�U�R�Y�L�V�L�R�Q���S�U�L�P�D�U�L�O�\���F�K�D�Q�J�H�V���W�K�H���D�P�R�X�Q�W���V�S�H�Q�W���R�Q���K�H�D�O�W�K�����7�K�H���J�R�Y�H�U�Q�P�H�Q�W���S�U�R�J�U�D�P�V���F�D�W�H�J�R�U�\��
�H�V�V�H�Q�W�L�D�O�O�\���L�Q�Y�R�O�Y�H�V���P�R�Y�L�Q�J���P�R�Q�H�\���I�U�R�P���R�Q�H���S�R�F�N�H�W���W�R���D�Q�R�W�K�H�U���V�L�Q�F�H���G�L�U�H�F�W���V�S�H�Q�G�L�Q�J���E�\���W�K�H��
�J�R�Y�H�U�Q�P�H�Q�W���R�Q���E�H�Q�H�I�L�W�V���F�R�X�O�G���U�H�S�O�D�F�H���W�D�[���V�X�E�V�L�G�L�H�V�����D�O�W�K�R�X�J�K���V�R�P�H���S�U�R�J�U�D�P�V���U�H�O�D�W�H���W�R���R�W�K�H�U��
�F�D�W�H�J�R�U�L�H�V���V�X�F�K���D�V���V�D�Y�L�Q�J�V�����H���J�������W�D�[���H�[�H�P�S�W���E�R�Q�G���L�Q�W�H�U�H�V�W�����D�Q�G���K�H�D�O�W�K�����H���J�������H�[�F�O�X�V�L�R�Q���R�I��
�0�H�G�L�F�D�U�H�������+�R�Z�H�Y�H�U�����W�K�H���S�U�R�S�H�U�W�\���W�D�[���G�H�G�X�F�W�L�R�Q���L�V���L�Q�F�O�X�G�H�G���L�Q���R�Z�Q�H�U���R�F�F�X�S�L�H�G���K�R�X�V�L�Q�J�����Z�K�L�F�K���L�V��
�F�R�Q�V�L�V�W�H�Q�W���Z�L�W�K���Y�L�H�Z�L�Q�J���W�K�H���R�Z�Q�H�U���R�F�F�X�S�L�H�G���K�R�X�V�L�Q�J���S�U�R�Y�L�V�L�R�Q�V���D�V���U�H�O�D�W�L�Q�J���W�R���L�Q�Y�H�V�W�P�H�Q�W�� 

�6�D�Y�L�Q�J�V���D�Q�G���E�X�V�L�Q�H�V�V���S�U�R�Y�L�V�L�R�Q�V���W�K�D�W���U�H�G�X�F�H���W�K�H���W�D�[���R�Q���W�K�H���U�H�W�X�U�Q���W�R���F�D�S�L�W�D�O���D�G�G���X�S���W�R���D�O�P�R�V�W���D��
�W�K�L�U�G���R�I���W�K�H���F�R�V�W���R�I���W�D�[���H�[�S�H�Q�G�L�W�X�U�H�V�����,�I���R�Z�Q�H�U���R�F�F�X�S�L�H�G���K�R�X�V�L�Q�J�����Z�K�L�F�K���F�R�X�O�G���D�O�V�R���E�H���Y�L�H�Z�H�G���D�V��
�D�Q���L�Q�Y�H�V�W�P�H�Q�W�����L�V���D�O�V�R���L�Q�F�O�X�G�H�G�����W�K�H�Q���W�K�H���V�K�D�U�H���L�V���D�O�P�R�V�W���K�D�O�I�����������������0�D�Q�\���E�H�O�L�H�Y�H���W�K�H���W�D�[���E�X�U�G�H�Q��
�R�Q���F�D�S�L�W�D�O���L�Q�F�R�P�H���V�K�R�X�O�G���E�H���O�R�Z�H�U�H�G���R�U���H�O�L�P�L�Q�D�W�H�G�����Z�K�L�F�K���F�R�X�O�G���S�U�H�V�H�Q�W���D���F�K�D�O�O�H�Q�J�H���W�R���D�Q���L�Q�F�R�P�H��
�W�D�[���U�H�I�R�U�P���W�K�D�W���H�O�L�P�L�Q�D�W�H�V���R�U���P�R�G�L�I�L�H�V���W�K�H�V�H���S�U�R�Y�L�V�L�R�Q�V������ 

�,�Q���F�R�Q�W�U�D�V�W�����S�U�R�Y�L�V�L�R�Q�V���W�K�D�W���U�H�G�X�F�H���W�K�H���W�D�[���R�Q���O�D�E�R�U���L�Q�F�R�P�H�����Z�L�W�K�R�X�W���E�H�L�Q�J���W�L�H�G���W�R���V�S�H�F�L�I�L�F���X�V�H���R�I��
�W�K�D�W���L�Q�F�R�P�H�����D�F�F�R�X�Q�W���I�R�U���D���P�X�F�K���V�P�D�O�O�H�U���V�K�D�U�H���R�I���W�K�H���W�R�W�D�O�����H�Y�H�Q���W�K�R�X�J�K���R�Y�H�U�D�O�O���F�D�S�L�W�D�O���L�Q�F�R�P�H���L�V��
�D�E�R�X�W���D���W�K�L�U�G���W�K�H���V�L�]�H���R�I���O�D�E�R�U���L�Q�F�R�P�H�����7�K�H���H�D�U�Q�H�G���L�Q�F�R�P�H���F�U�H�G�L�W���D�F�F�R�X�Q�W�V���I�R�U���D�E�R�X�W���W�Z�R���W�K�L�U�G�V���R�I��
�W�K�H���O�D�E�R�U���V�X�S�S�O�\���F�D�W�H�J�R�U�\�� 

�7�K�H�U�H���D�U�H���R�Y�H�U�����������V�H�S�D�U�D�W�H���W�D�[���H�[�S�H�Q�G�L�W�X�U�H�V�����E�X�W���W�K�H���F�R�V�W���L�V���K�L�J�K�O�\���F�R�Q�F�H�Q�W�U�D�W�H�G���L�Q���D���U�H�O�D�W�L�Y�H�O�\��
�V�P�D�O�O���Q�X�P�E�H�U�����7�D�E�O�H�������V�K�R�Z�V���W�K�H���������O�D�U�J�H�V�W���W�D�[���H�[�S�H�Q�G�L�W�X�U�H�V�����W�K�H���F�D�W�H�J�R�U�\�����D�Q�G���W�K�H���D�P�R�X�Q�W���D�Q�G��
�V�K�D�U�H���R�I���W�K�H���W�R�W�D�O��16���7�Z�R���H�[�S�H�Q�G�L�W�X�U�H�V�����W�K�H���H�[�F�O�X�V�L�R�Q���R�I���H�P�S�O�R�\�H�H���K�H�D�O�W�K���L�Q�V�X�U�D�Q�F�H���D�Q�G���W�K�H��
�H�[�F�O�X�V�L�R�Q���R�I���S�H�Q�V�L�R�Q�V���F�R�Q�W�U�L�E�X�W�L�R�Q�V���D�Q�G���H�D�U�Q�L�Q�J�V�����D�F�F�R�X�Q�W���I�R�U���D���T�X�D�U�W�H�U���R�I���W�K�H���W�R�W�D�O���F�R�V�W�����7�K�H���W�R�S��
�I�L�Y�H�����D�G�G�L�Q�J���W�K�H���P�R�U�W�J�D�J�H���L�Q�W�H�U�H�V�W���G�H�G�X�F�W�L�R�Q�����W�K�H���H�[�F�O�X�V�L�R�Q���R�I���0�H�G�L�F�D�U�H�����D�Q�G���W�K�H���O�R�Z�H�U���F�D�S�L�W�D�O��
�J�D�L�Q�V���W�D�[���U�D�W�H�V�����D�F�F�R�X�Q�W���I�R�U���F�O�R�V�H���W�R�����������R�I���W�K�H���W�R�W�D�O���F�R�V�W�����D�Q�G���W�K�H���W�R�S���������D�F�F�R�X�Q�W���I�R�U�������������7�K�H���W�R�S��
�������H�[�S�H�Q�G�L�W�X�U�H�V���D�F�F�R�X�Q�W���I�R�U���D�O�P�R�V�W�����������R�I���W�K�H���W�R�W�D�O���F�R�V�W���R�I���D�O�O���W�D�[���H�[�S�H�Q�G�L�W�X�U�H�V�� 

Table 2. The 20 Largest Individual Tax Expenditu res, FY2014  

Provision  Category  
Amount 

($billions)  

Share of All 
Tax 

Expenditures  
(%) 

Cumulative 
Share  (%) 

Exclusion of Employer Health Insurance Consumption 164.2 13.8 13.8 

Exclusion of Employer Pensions Saving 162.7 13.7 27.5 

Mortgage Interest Deduction Housing 99.8 8.4 35.9 

Exclusion of Medicare Government 76.2 6.4 41.9 

Capital Gains Rates Saving 71.4 6.0 48.3 

Earned Income Credit Labor Supply 58.4 4.9 52.8 

Deduction of Income Taxes Government 54.0 4.5 57.7 

Gains: Exclusion at Death/Gift Carryover Saving 51.9 4.4 62.1 

                                                 
16 The revenue loss estimates assume that the tax provisions expiring at the end of 2012 are not extended. 
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Provision  Category  
Amount 

($billions)  

Share of All 
Tax 

Expenditures  
(%) 

Cumulative 
Share  (%) 

Deduction of Charitable Contributions Consumption 51.6 4.3 66.4 

Employer Benefits under Cafeteria Plans Consumption 43.8 3.7 70.1 

Tax Exempt/Tax Credit Bonds Government 42.7 3.6 73.7 

Exclusion of Social Security Benefits Government 42.6 3.6 77.3 

Exclusion of Inside Buildup, Insurance Saving 27.7 2.3 79.7 

Exclusion of Capital Gains on Housing Housing 27.2 2.3 82.0 

Deduction of Property Taxes Housing 27.1 2.3 84.2 

Deduction of Medical Expenditures Consumption 16.6 1.4 85.7 

Individual Retirement Accounts Saving 16.0 1.3 87.0 

Child Credit Structural 15.1 1.3 88.3 

Accelerated Depreciation Business 10.3 0.9 89.2 

Exclusion of Foreign Earned Income Labor Supply 8.2 0.7 89.8 

Source:  CRS calculations based on Joint Committee on Taxation revenue estimates. 

�7�D�E�O�H�������V�K�R�Z�V���W�K�H���O�D�U�J�H�V�W���������W�D�[���H�[�S�H�Q�G�L�W�X�U�H�V���D�I�W�H�U���D�G�G�L�Q�J���E�D�F�N���W�K�H���S�U�R�Y�L�V�L�R�Q�V���R�I���W�K�H����������������������
�%�X�V�K���W�D�[���F�X�W�V���D�Q�G���W�K�H�������������W�D�[���F�X�W�V���W�K�D�W���D�U�H���H�[�S�L�U�L�Q�J���D�W���W�K�H���H�Q�G���R�I���������������7�K�H���F�K�L�O�G���F�U�H�G�L�W�����Z�K�L�F�K��
�Z�R�X�O�G���P�R�U�H���W�K�D�Q���G�R�X�E�O�H�����P�R�Y�H�V���I�U�R�P���W�K�H�������W�K���O�D�U�J�H�V�W���H�[�S�H�Q�G�L�W�X�U�H���W�R���W�K�H�����W�K�����Z�L�W�K���L�W�V���V�K�D�U�H���U�L�V�L�Q�J��
�I�U�R�P�������������W�R���������������7�K�H���O�R�Z�H�U���U�D�W�H���I�R�U���G�L�Y�L�G�H�Q�G�V���L�V���Q�R�Z���W�K�H�������W�K���O�D�U�J�H�V�W���H�[�S�H�Q�G�L�W�X�U�H���D�Q�G���U�H�S�O�D�F�H�V��
�W�K�H���H�[�F�O�X�V�L�R�Q���I�R�U���L�Q�F�R�P�H���H�D�U�Q�H�G���D�E�U�R�D�G���� 

 

Table 3. The 20 Largest Individual Tax Expenditures , FY2014,  
with Expiring Provisions Extended   

Provision  Category  
Amount 

($billions)  

Share of All 
Tax 

Expenditures  
(%) 

Cumulative 
Share  (%) 

Exclusion of Employer Health Insurance Consumption 164.2 13.2 13.2 

Exclusion of Employer Pensions Saving 162.7 13.1 26.3 

Mortgage Interest Deduction Housing 99.8 8.1 34.6 

Exclusion of Medicare Government 76.2 6.1 40.4 

Capital Gains Rates Saving 71.4 5.8 46.3 

Earned Income Credit Labor Supply 58.4 4.7 51.0 

Deduction of Income Taxes Government 54.0 4.3 55.3 

Gains: Exclusion at Death/Gift Carryover Saving 51.9 4.2 59.5 

Child Credit Structural 51.7 4.2 63.6 

Deduction of Charitable Contributions Consumption 51.6 4.2 67.8 

Cafeteria Plans Consumption 43.8 3.5 71.3 
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Provision  Category  
Amount 

($billions)  

Share of All 
Tax 

Expenditures  
(%) 

Cumulative 
Share  (%) 

Tax Exempt/Tax Credit Bonds Government 42.7 3.5 74.8 

Exclusion of Social Security Benefits Government 42.6 3.5 78.2 

Exclusion of Inside Buildup, Insurance Saving 27.7 2.2 80.2 

Exclusion of Capital Gains on Housing Housing 27.2 2.2 82.2 

Deduction of Property Taxes Housing 27.1 2.2 84.6 

Deduction of Medical Expenditures Consumption 16.6 1.3 86.1 

Individual Retirement Accounts Saving 16.0 1.3 87.4 

Lower Rate for Dividends Savings 14.0 1.1 88.6 

Accelerated Depreciation Business 10.3 0.8 89.4 

Source:  CRS calculations based on Joint Committee on Taxation revenue estimates. 

Allocational and Efficiency Effects 
�7�D�[���H�[�S�H�Q�G�L�W�X�U�H�V���D�U�H���V�R�P�H�W�L�P�H�V���F�U�L�W�L�F�L�]�H�G���E�H�F�D�X�V�H���W�K�H�\���D�U�H���Y�L�H�Z�H�G���D�V���G�L�V�W�R�U�W�L�Q�J���E�H�K�D�Y�L�R�U���D�Q�G��
�O�H�D�G�L�Q�J���W�R���H�F�R�Q�R�P�L�F���L�Q�H�I�I�L�F�L�H�Q�F�\�����,�I���W�K�H���S�U�R�Y�L�V�L�R�Q�����K�R�Z�H�Y�H�U�����D�G�G�U�H�V�V�H�V���D���P�D�U�N�H�W���I�D�L�O�X�U�H���R�U���L�V��
�R�W�K�H�U�Z�L�V�H���M�X�V�W�L�I�L�H�G���E�\���P�H�H�W�L�Q�J���H�F�R�Q�R�P�L�F���S�R�O�L�F�\���J�R�D�O�V�����W�K�H�Q���W�K�D�W���L�V���D�Q���D�U�J�X�P�H�Q�W���D�J�D�L�Q�V�W���U�H�G�X�F�L�Q�J��
�R�U���H�O�L�P�L�Q�D�W�L�Q�J���W�K�H���S�U�R�Y�L�V�L�R�Q���L�Q���L�Q�F�R�P�H���W�D�[���U�H�I�R�U�P���S�U�R�S�R�V�D�O�V�����7�D�[���H�[�S�H�Q�G�L�W�X�U�H�V���L�Q���H�D�F�K���R�I���W�K�H��
�V�H�Y�H�Q���F�D�W�H�J�R�U�L�H�V���D�U�H���H�[�D�P�L�Q�H�G���L�Q���W�H�U�P�V���R�I���W�K�H�L�U���H�I�I�H�F�W�V���R�Q���H�F�R�Q�R�P�L�F���H�I�I�L�F�L�H�Q�F�\�� 

Saving 

�7�K�U�H�H���R�I���W�K�H���I�L�Y�H���O�D�U�J�H���V�D�Y�L�Q�J���W�D�[���H�[�S�H�Q�G�L�W�X�U�H�V���D�U�H���U�H�O�D�W�H�G���W�R���U�H�W�L�U�H�P�H�Q�W���V�D�Y�L�Q�J�V�����)�L�U�V�W�����H�P�S�O�R�\�H�U��
�F�R�Q�W�U�L�E�X�W�L�R�Q�V���W�R���S�H�Q�V�L�R�Q�V���D�U�H���H�[�F�O�X�G�H�G���I�U�R�P���L�Q�F�R�P�H���D�Q�G���W�K�H���H�D�U�Q�L�Q�J�V���R�I���S�H�Q�V�L�R�Q���D�V�V�H�W�V���D�U�H��
�H�[�H�P�S�W�����(�P�S�O�R�\�H�H�V���P�D�\���D�O�V�R���P�D�N�H���F�R�Q�W�U�L�E�X�W�L�R�Q�V���R�X�W���R�I���L�Q�F�R�P�H���W�K�D�W���K�D�V���E�H�H�Q���W�D�[�H�G�����D�Q�G���W�D�[��
�G�H�I�H�U�U�H�G���V�D�Y�L�Q�J�V���S�O�D�Q�V�����V�X�F�K���D�V�����������N�����S�O�D�Q�V�����D�O�O�R�Z���H�P�S�O�R�\�H�H���F�R�Q�W�U�L�E�X�W�L�R�Q�V���W�R���E�H���G�H�G�X�F�W�H�G�����:�K�H�Q��
�S�H�Q�V�L�R�Q�V���D�U�H���U�H�F�H�L�Y�H�G�����W�K�H�\���D�U�H���W�D�[�H�G�����D�O�W�K�R�X�J�K���D���W�D�[���I�U�H�H���U�H�W�X�U�Q���R�I���Q�R�Q���G�H�G�X�F�W�L�E�O�H���H�P�S�O�R�\�H�H��
�F�R�Q�W�U�L�E�X�W�L�R�Q�V���L�V���D�O�O�R�Z�H�G�������3�H�Q�V�L�R�Q�V���P�D�\���E�H�����������G�H�I�L�Q�H�G���E�H�Q�H�I�L�W���S�O�D�Q�V���Z�K�H�U�H���W�K�H���H�P�S�O�R�\�H�H���L�V��
�S�U�R�Y�L�G�H�G���D���S�H�Q�V�L�R�Q���W�\�S�L�F�D�O�O�\���G�H�S�H�Q�G�L�Q�J���R�Q���D�J�H�����\�H�D�U�V���R�I���V�H�U�Y�L�F�H�����D�Q�G���L�Q�F�R�P�H�����R�U�����������G�H�I�L�Q�H�G��
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17 See CRS Report RL30255, Individual Retirement Accounts (IRAs): Issues and Proposed Expansion, by Thomas L. 

Hungerford and Jane G. Gravelle for additional discussion of IRAs. 

18 While both a consumption tax and a wage tax exempt the return to new investment, a consumption tax applies to old 

capital and allows a deduction for new savings, thereby collecting much more revenue. See Alan J. Auerbach and 

Laurence J. Kotlikoff, Dynamic Fiscal Policy (Cambridge: Cambridge University Press, 1987); and Gilbert E. Metcalf, 

�³�&�R�Q�V�X�P�S�W�L�R�Q���7�D�[�D�W�L�R�Q���´���L�Q��The Encyclopedia of Taxation and Tax Policy, ed. Joseph J. Cordes, Robert D. Ebel, and 

Jane G. Gravelle, 2nd ed. (Washington: Urban Institute Press, 2005), pp. 64-67. 

19 CRS Report RL33482, Saving Incentives: What May Work, What May Not, by Thomas L. Hungerford 
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20 CRS Report RL30255, Individual Retirement Accounts (IRAs): Issues and Proposed Expansion, by Thomas L. 

Hungerford and Jane G. Gravelle; and CRS Report RL33482, Saving Incentives: What May Work, What May Not, by 

Thomas L. Hungerford. 

21 See Congressional Budget Office, Reducing the Deficit: Spending and Revenue Options, March 2011, p. 161. 

http://www.cbo.gov/ftpdocs/120xx/doc12085/03-10-ReducingTheDeficit.pdf. 

22 The lock-in effect imposes efficiency losses because investors may be encouraged to hold suboptimal portfolios or 

forego investment opportunities with higher pre-tax returns. CRS Report R40411, The Economic Effects of Capital 
Gains Taxation, by Thomas L. Hungerford. 

23 This issue is discussed in CRS Report R41364, Capital Gains Tax Options: Behavioral Responses and Revenues, by 

Jane G. Gravelle. The coefficient in the semi-log function used for this estimate is 3.1, the old and new statutory tax 

rates are 0.2 and 0.396, respectively, and realizations are equal to Ae-bt, where A is a constant, e is the natural constant, 

b is the coefficient, and t is the tax rate. The effective tax rates are probably lower than the statutory tax rates, 

especially for the ordinary income tax rate, but the gains would still be small. The tax expenditure is the tax differential 

times the current realizations, whereas the revenue gain would be revenues at the new higher rate compared to current 

revenues.  

24 �6�H�H���/�H�R�Q�D�U�G���(�����%�X�U�P�D�Q���D�Q�G���:�L�O�O�L�D�P���&�����5�D�Q�G�R�O�S�K�����³�0�H�D�V�X�U�L�Q�J���3�H�U�P�D�Q�H�Q�W���5�H�V�S�R�Q�V�H�V���W�R���&�D�S�L�W�D�O-Gains Tax Changes 

�L�Q���3�D�Q�H�O���'�D�W�D���´��American Economic Review, vol. 84, no. 4 (September 1994), pp. 794-809; and CRS Report R40411, 

The Economic Effects of Capital Gains Taxation, by Thomas L. Hungerford. 

25 The revenue estimating coefficient of 3.1, which is used by JCT, was derived from time series estimates (change in 
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aggregate capital gains and aggregate tax rates in the economy as a whole). It was chosen because cross section and 

panel studies at that time often yielded unreasonable estimates and appeared to be capturing transitory effects. 

Moreover, a simulation study indicated that with this response it was easy to project realizations in excess of accruals. 

Using state tax variations yielded more reasonable results, and the estimates were around 1 (the $55 billion estimate 

uses 1.1). More recent time series data, as well, led to a smaller coefficient of 1.76 used by the Congressional Budget 

Office. It would yield a gain of $37 billion. See CRS Report R41364, Capital Gains Tax Options: Behavioral 
Responses and Revenues, by Jane G. Gravelle. 

26 JCT assumes a revenue estimating coefficient of 3.1, which would yield a long-run revenue gain of about $5 billion 

instead of $55 billion. See CRS Report R41364, Capital Gains Tax Options: Behavioral Responses and Revenues, by 

Jane G. Gravelle. 

27 Corporate reform options are discussed in CRS Report RL34229, Corporate Tax Reform: Issues for Congress, by 

Jane G. Gravelle and Thomas L. Hungerford; and CRS Report R41743, International Corporate Tax Rate Comparisons 
and Policy Implications, by Jane G. Gravelle.  

28 http://www.irs.gov/taxstats/indtaxstats/article/0,,id=96649,00.html. 

29 Joint Committee on Taxation, Estimated Revenue Effects Of The Revenue Provisions Contained In H.R. 4213, The 

�³�$�P�H�U�L�F�D�Q���-�R�E�V���$�Q�G���&�O�R�V�L�Q�J���7�D�[���/�R�R�S�K�R�O�H�V���$�F�W���2�I����������,�´���6�F�K�H�G�X�O�H�G���)�R�U���&�R�Q�V�L�G�H�U�D�W�L�R�Q���%�\���7�K�H���+�R�X�V�H���2�I��
Representatives, JCX-30-10, May 28, 2010, http://www.jct.gov/publications.html?func=startdown&id=3685. For a 

discussion of carried interest, see CRS Report RS22689, Taxation of Hedge Fund and Private Equity Managers, by 

Mark Jickling and Donald J. Marples; and CRS Report RS22717, Taxation of Private Equity and Hedge Fund 
Partnerships: Characterization of Carried Interest, by Donald J. Marples. 
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30 Depreciation allows deductions, over time, for the cost of equipment and structures. Ideally, the deduction in each 

year should equal the decline in value of the assets. The tax expenditure is based on the difference between the tax 

reduction from the depreciation system and an alternative system. The alternative system allows equal deductions per 

year. The current depreciation system accelerates those deductions (allows them more quickly) by concentrating more 

deductions in the earlier years and allowing them over a shorter period of time. 

31 CRS Report RL34229, Corporate Tax Reform: Issues for Congress, by Jane G. Gravelle and Thomas L. Hungerford; 

and CRS Report R41743, International Corporate Tax Rate Comparisons and Policy Implications, by Jane G. 

Gravelle. �6�H�H���D�O�V�R���-�D�Q�H���*�����*�U�D�Y�H�O�O�H�����³�5�H�G�X�F�L�Q�J���'�H�S�U�H�F�L�D�W�L�R�Q���$�O�O�R�Z�D�Q�F�H�V���W�R���)�L�Q�D�Q�F�H���D���/�R�Z�H�U���&�R�U�S�R�U�D�W�H���7�D�[���5�D�W�H���´��
National Tax Journal, Vol. 64, December 2011, pp. 1039-1054 and Jane G. Gravelle, Testimony before The 

Committee on Finance, United States Senate, March 6, 2012, Tax Reform Options: Incentives for Capital Investment 

and Manufacturing. 

32 The Department of Treasury classifies the exclusion of net imputed rental income as tax expenditure with an 

estimated FY2014 revenue loss of $58.7 billion. The Joint Committee on Taxation does not classify the exclusion as a 

�W�D�[���H�[�S�H�Q�G�L�W�X�U�H�����Q�R�W�L�Q�J���W�K�D�W���W�K�H���³�P�H�D�V�X�U�H�P�H�Q�W���R�I���L�P�S�X�W�H�G���L�Q�F�R�P�H���I�R�U���W�D�[���S�X�U�S�R�V�H�V���S�U�H�V�H�Q�W�V���D�G�P�L�Q�L�V�W�U�D�W�L�Y�H���S�U�R�E�O�H�P�V��
and its exclusion from taxable income may be regarded as an administrative necessit�\�´�����8���6�����&�R�Q�J�U�H�V�V�����-�R�L�Q�W��
Committee on Taxation, Estimates of Federal Tax Expenditures for Fiscal Years 2011-2015, committee print, 112th 

Cong., 2nd sess., January 17, 2012, JCS-1-12 (Washington: GPO, 2012), p. 6.). 
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33 Numerous articles and studies have been written on the positive and negative external effects of owner-occupied 

housing or other market failures and the potential role played by tax and other subsidies, primarily the mortgage 

interest deduction. They provide the support for the discussion. See CRS Report R41596, The Mortgage Interest and 
Property Tax Deductions: Analysis and Options, by Mark P. Keightley; Edward Coulson and Herman Li, Measuring 

the External Benefits of Homeownership, May 2011, http://econ.la.psu.edu/~ecoulson/ownex.pdf; Edward L. Glaeser 

�D�Q�G���-�H�V�V�H���0�����6�K�D�S�L�U�R�����³�7�K�H���%�H�Q�H�I�L�W�V���R�I���W�K�H���+�R�P�H���0�R�U�W�J�D�J�H���,�Q�W�H�U�H�V�W���'�H�G�X�F�W�L�R�Q���´���L�Q��Tax Policy and the Economy, ed. 

James Poterba, January 2003, pp. 37-���������5�L�F�K�D�U�G���*�U�H�H�Q�����³�+�R�P�H�R�Z�Q�H�U�V�K�L�S�����6�R�F�L�D�O���2�X�W�F�R�P�H�V�����7�H�Q�X�U�H���&�K�R�L�F�H�����D�Q�G���8���6����
�+�R�X�V�L�Q�J���3�R�O�L�F�\���´��Cityscape, Vol. 5 No. 2, 2001, pp. 21-���������=�K�X���;�L�D�R���'�L�����(�U�L�F���%�H�O�V�N�\���D�Q�G���;�L�D�R�G�R�Q�J���/�L�X�����³�'�R��
Homeowners Achieve More Wealth in the �/�R�Q�J���5�X�Q�"�´��Journal of Housing Economics, Vol. 16. 2007, pp. 274-290; 

�7�K�R�P�D�V���3�����%�R�H�K�P���D�Q�G���$�O�D�Q���6�F�K�O�R�W�W�P�D�Q�Q�����³�:�H�D�O�W�K���$�F�F�X�P�X�O�D�W�L�R�Q���D�Q�G���+�R�P�H�R�Z�Q�H�U�V�K�L�S�����(�Y�L�G�H�Q�F�H���I�R�U���/�R�Z���,�Q�F�R�P�H��
�+�R�X�V�H�K�R�O�G�V���´��Cityscape, Vol. 10, No. 2, 2008, pp. 225-256; Christian A. Hilber and Tracy M. Turner, How Sensitive 
are Homeownership Decisions to Tax Subsidies, December 2009, http://socrates.berkeley.edu/~raphael/IGERT/

Workshop/turner2010.pdf ; Thomas J�����'�R�K�P�H�Q�����³�+�R�X�V�L�Q�J�����0�R�E�L�O�L�W�\�����D�Q�G���8�Q�H�P�S�O�R�\�P�H�Q�W���´��Regional Science and urban 
Economics, Vol. 35, 2005, pp. 305-325; and N. Edward Coulson and Lynn M. Fisher, Housing Tenure and Labor 
Market Impacts: The Search Goes On, http://buiznt.cob.calpoly.edu/cob/econ/seminars/Coulson.pdf. 

34 CRS Report R41596, The Mortgage Interest and Property Tax Deductions: Analysis and Options, by Mark P. 

Keightley. 

35 CRS Report RL33482, Saving Incentives: What May Work, What May Not, by Thomas L. Hungerford. 

36 Ingrid Gould Ellen, Welcome Neighbor? New Evidence on the Possibility of Stable Racial Integration, The 

Brookings Institution, Washington, 1997, http://www.brookings.edu/articles/1997/



The Challenge of Individual Income Tax Reform 

 

Congressional Research Service 13 

�7�K�H�\���P�D�\���D�O�V�R���D�G�R�S�W���S�R�O�L�F�L�H�V���W�K�D�W���U�H�W�D�U�G���J�U�R�Z�W�K���D�Q�G���U�H�G�X�F�H���M�R�E���F�U�H�D�W�L�R�Q���L�Q���W�K�H�L�U���D�U�H�D�V�����P�D�N�L�Q�J���L�W��
�P�R�U�H���G�L�I�I�L�F�X�O�W���I�R�U���Q�H�Z���H�Q�W�U�D�Q�W�V��37���2�I�I�V�H�W�W�L�Q�J���W�K�H���Z�H�D�O�W�K���D�F�F�X�P�X�O�D�W�L�R�Q���E�H�Q�H�I�L�W���L�V���W�K�H���S�U�R�E�O�H�P���W�K�D�W��
�L�Q�Y�H�V�W�L�Q�J���W�R�R���P�X�F�K���L�Q���D���K�R�P�H���P�D�\���O�H�D�G���W�R���O�H�V�V���S�R�U�W�I�R�O�L�R���G�L�Y�H�U�V�L�I�L�F�D�W�L�R�Q���D�Q�G���J�U�H�D�W�H�U���U�L�V�N�����D�V���K�D�V��
�E�H�H�Q���G�H�P�R�Q�V�W�U�D�W�H�G���G�X�U�L�Q�J���W�K�H���U�H�F�H�Q�W���������������������������U�H�F�H�V�V�L�R�Q�����)�L�Q�D�O�O�\�����K�R�P�H�R�Z�Q�H�U�V�¶���V�W�D�E�L�O�L�W�\���D�O�V�R��
�O�H�D�G�V���W�R���O�D�E�R�U���L�P�P�R�E�L�O�L�W�\�����:�K�L�O�H���W�K�L�V���H�I�I�H�F�W���L�V���Q�R�W���D���P�D�U�N�H�W���I�D�L�O�X�U�H���D�V���O�R�Q�J���D�V���L�W���D�I�I�H�F�W�V���R�Q�O�\���W�K�H��
�K�R�P�H�R�Z�Q�H�U�¶�V���F�L�U�F�X�P�V�W�D�Q�F�H�V�����W�K�H���F�R�V�W�V���F�D�Q���I�D�O�O���R�Q���R�W�K�H�U�V���E�H�F�D�X�V�H���R�I���V�R�F�L�D�O���L�Q�V�W�L�W�X�W�L�R�Q�V���V�X�F�K���D�V��
�X�Q�H�P�S�O�R�\�P�H�Q�W���L�Q�V�X�U�D�Q�F�H�����0�R�U�H���U�H�F�H�Q�W�O�\�����*�O�D�H�V�H�U���K�D�V���D�U�J�X�H�G���W�K�D�W���V�X�E�V�L�G�L�]�L�Q�J���K�R�P�H�R�Z�Q�H�U�V�K�L�S���K�D�V��
�O�H�G���W�R���P�R�Y�L�Q�J���D�Z�D�\���I�U�R�P���K�L�J�K���G�H�Q�V�L�W�\���K�R�X�V�L�Q�J�����F�D�X�V�L�Q�J���R�Y�H�U�F�R�Q�V�X�P�S�W�L�R�Q���R�I���K�R�X�V�L�Q�J�����U�H�G�X�F�L�Q�J��
�W�K�H���Y�L�W�D�O�L�W�\���R�I���F�L�W�L�H�V�����D�Q�G���F�D�X�V�L�Q�J���H�Q�Y�L�U�R�Q�P�H�Q�W�D�O���G�D�P�D�J�H��38���7�K�H���P�D�J�Q�L�W�X�G�H���R�I���W�K�H�V�H���H�I�I�H�F�W�V���K�D�V��
�E�H�H�Q���G�L�I�I�L�F�X�O�W���W�R���H�V�W�L�P�D�W�H�����E�X�W���W�K�H�\���G�R���O�H�D�G���W�R���V�R�P�H���T�X�H�V�W�L�R�Q�V���D�E�R�X�W���W�K�H���G�H�V�L�U�D�E�L�O�L�W�\���R�I���S�U�R�Y�L�G�L�Q�J��
�V�X�F�K���O�D�U�J�H���E�H�Q�H�I�L�W�V���I�R�U���K�R�P�H�R�Z�Q�H�U�V�K�L�S�� 

�7�K�H���P�R�U�W�J�D�J�H���L�Q�W�H�U�H�V�W���D�Q�G���S�U�R�S�H�U�W�\���W�D�[���G�H�G�X�F�W�L�R�Q�V���K�D�Y�H���W�Z�R���S�R�W�H�Q�W�L�D�O���H�I�I�H�F�W�V�����W�K�H�\���P�D�\���L�Q�F�U�H�D�V�H��
�W�K�H���O�L�N�H�O�L�K�R�R�G���R�I���K�R�P�H�R�Z�Q�H�U�V�K�L�S���D�Q�G���W�K�H�\���P�D�\���L�Q�F�U�H�D�V�H���W�K�H���V�L�]�H���R�I���K�R�P�H�V�����,�W���L�V���W�K�H���W�H�Q�X�U�H���F�K�R�L�F�H��
���U�D�W�K�H�U���W�K�D�Q���W�K�H���V�L�]�H���R�I���K�R�P�H�V�����W�K�D�W���O�H�D�G�V���W�R���Q�H�L�J�K�E�R�U�K�R�R�G���H�[�W�H�U�Q�D�O�L�W�L�H�V�����(�Y�L�G�H�Q�F�H�����K�R�Z�H�Y�H�U����
�V�X�J�J�H�V�W�V���W�K�D�W���W�H�Q�X�U�H���F�K�R�L�F�H���L�V���Q�R�W���D�I�I�H�F�W�H�G���Y�H�U�\���P�X�F�K���E�\���W�K�H���W�D�[���E�H�Q�H�I�L�W�V�����)�R�U���H�[�D�P�S�O�H�����W�K�H���U�D�W�H���R�I��
�R�Z�Q�H�U�V�K�L�S���K�D�V���Q�R�W���F�K�D�Q�J�H�G���D�O�W�K�R�X�J�K���F�K�D�Q�J�H�V���L�Q���L�Q�I�O�D�W�L�R�Q���D�Q�G���W�D�[���U�D�W�H�V���K�D�Y�H���V�L�J�Q�L�I�L�F�D�Q�W�O�\���D�I�I�H�F�W�H�G��
�W�K�H���U�H�O�D�W�L�Y�H���F�R�V�W���R�I���R�Z�Q�L�Q�J���Y�H�U�V�X�V���U�H�Q�W�L�Q�J�����6�L�P�L�O�D�U�O�\�����K�R�P�H���R�Z�Q�H�U�V�K�L�S���U�D�W�H�V���D�U�H���K�L�J�K���L�Q���P�D�Q�\��
�F�R�X�Q�W�U�L�H�V���Z�L�W�K�R�X�W���W�K�H�V�H���E�H�Q�H�I�L�W�V�����7�K�R�V�H���R�Q���W�K�H���P�D�U�J�L�Q���E�H�W�Z�H�H�Q���U�H�Q�W�L�Q�J���D�Q�G���R�Z�Q�L�Q�J���D�U�H���O�L�N�H�O�\���W�R���E�H��
�\�R�X�Q�J�H�U���R�U���K�D�Y�H���O�R�Z�H�U���L�Q�F�R�P�H�V���D�Q�G���W�K�X�V���D�U�H���O�H�V�V���O�L�N�H�O�\���W�R���X�V�H���W�K�H���W�D�[���G�H�G�X�F�W�L�R�Q�V�����)�L�Q�D�O�O�\�����W�K�H��
�P�D�M�R�U���E�D�U�U�L�H�U���W�R���R�Z�Q�L�Q�J���D���K�R�P�H���L�V���W�K�H���G�R�Z�Q���S�D�\�P�H�Q�W�����Z�K�L�F�K���L�V���Q�R�W���D�I�I�H�F�W�H�G���E�\���W�K�H���V�X�E�V�L�G�\�����$��
�U�H�F�H�Q�W���W�H�P�S�R�U�D�U�\���W�D�[���S�U�R�Y�L�V�L�R�Q�����W�K�H���I�L�U�V�W���W�L�P�H���K�R�P�H�E�X�\�H�U���F�U�H�G�L�W�����P�D�\���K�D�Y�H���E�H�H�Q���P�R�U�H���W�D�U�J�H�W�H�G���W�R��
�W�K�H���G�R�Z�Q���S�D�\�P�H�Q�W���L�V�V�X�H�����E�X�W���H�Y�H�Q���L�W���U�H�T�X�L�U�H�G���S�X�U�F�K�D�V�L�Q�J���W�K�H���K�R�X�V�H���I�L�U�V�W���D�Q�G���W�K�H�Q���J�H�W�W�L�Q�J���D���W�D�[��
�U�H�I�X�Q�G��39 

�7�K�H���P�R�U�W�J�D�J�H���L�Q�W�H�U�H�V�W���G�H�G�X�F�W�L�R�Q���D�Q�G���S�U�R�S�H�U�W�\���W�D�[���G�H�G�X�F�W�L�R�Q�����D�V���Z�H�O�O���D�V���W�K�H���H�[�F�O�X�V�L�R�Q���R�I���L�P�S�X�W�H�G��
�Q�H�W���U�H�Q�W�����P�D�\���F�D�X�V�H���P�R�U�H���H�[�S�H�Q�G�L�W�X�U�H�V���R�Q���K�R�X�V�L�Q�J���I�R�U���W�K�R�V�H���Z�K�R���F�K�R�R�V�H���R�Z�Q�H�U���R�F�F�X�S�L�H�G���K�R�X�V�L�Q�J��
�D�Q�G���Z�K�R���E�H�Q�H�I�L�W���I�U�R�P���W�K�H���G�H�G�X�F�W�L�R�Q�V�����6�L�Q�F�H���R�Q�O�\���D�E�R�X�W�����������R�I���W�D�[�S�D�\�H�U�V�����S�U�H�G�R�P�L�Q�D�W�H�O�\���K�L�J�K�H�U��
�L�Q�F�R�P�H���W�D�[�S�D�\�H�U�V�����L�W�H�P�L�]�H���G�H�G�X�F�W�L�R�Q�V���Z�K�L�O�H���D�E�R�X�W���W�Z�R���W�K�L�U�G�V���R�Z�Q���K�R�P�H�V�����W�K�H���G�H�G�X�F�W�L�R�Q���W�H�Q�G�V���W�R��
�E�H�Q�H�I�L�W���Z�H�D�O�W�K�L�H�U���W�D�[�S�D�\�H�U�V�� 

�,�Q���J�H�Q�H�U�D�O�����W�K�H���R�I�W�H�Q���D�V�V�H�U�W�H�G���D�U�J�X�P�H�Q�W�V���I�R�U���V�X�E�V�L�G�L�]�L�Q�J���K�R�P�H�R�Z�Q�H�U�V�K�L�S���D�U�H���V�X�E�M�H�F�W���W�R��
�X�Q�F�H�U�W�D�L�Q�W�\�����0�R�U�H�R�Y�H�U�����W�K�H���V�X�E�V�L�G�L�H�V���D�U�H���T�X�L�W�H���O�D�U�J�H���D�Q�G���G�R���Q�R�W���D�S�S�H�D�U���W�R���E�H���Z�H�O�O���W�D�U�J�H�W�H�G����
�(�O�L�P�L�Q�D�W�L�Q�J���W�K�H�V�H���V�X�E�V�L�G�L�H�V���F�R�X�O�G���L�Q�F�U�H�D�V�H���W�D�[���U�H�Y�H�Q�X�H�����D�V���F�R�X�O�G���P�R�G�L�I�L�F�D�W�L�R�Q���R�I���W�K�H���G�H�G�X�F�W�L�R�Q�V����
�)�R�U���H�[�D�P�S�O�H�����W�K�H���������P�L�O�O�L�R�Q���F�H�L�O�L�Q�J���R�Q���H�O�L�J�L�E�O�H���P�R�U�W�J�D�J�H�V���F�R�X�O�G���E�H���O�R�Z�H�U�H�G�����K�R�P�H���H�T�X�L�W�\���O�R�D�Q�V��
�F�R�X�O�G���G�L�V�D�O�O�R�Z�H�G�����D�Q�G���R�Q�O�\���P�R�U�W�J�D�J�H�V���R�Q���W�K�H���S�U�L�P�D�U�\���U�H�V�L�G�H�Q�F�H���F�R�X�O�G���E�H���H�O�L�J�L�E�O�H�����&�%�2���H�V�W�L�P�D�W�H�V��
�W�K�D�W���U�H�G�X�F�L�Q�J���W�K�H���F�R�P�E�L�Q�H�G�������������P�L�O�O�L�R�Q���O�L�P�L�W�����������P�L�O�O�L�R�Q���I�R�U���D���P�R�U�W�J�D�J�H���D�Q�G���������������������I�R�U���K�R�P�H��
�H�T�X�L�W�\���O�R�D�Q�V�����W�R���������������������Z�R�X�O�G���U�D�L�V�H���D�E�R�X�W���������E�L�O�O�L�R�Q��40���3�U�R�S�H�U�W�\���W�D�[�H�V���F�R�X�O�G���E�H���V�X�E�M�H�F�W���W�R���D��
�S�H�U�F�H�Q�W�D�J�H���R�I���L�Q�F�R�P�H���F�H�L�O�L�Q�J�����R�U���D���F�H�L�O�L�Q�J���P�L�J�K�W���E�H���L�P�S�R�V�H�G���R�Q���D�O�O���L�W�H�P�L�]�H�G���G�H�G�X�F�W�L�R�Q�V���I�R�U���W�D�[�H�V����

                                                 
winter_communitydevelopment_ellen.aspx. 

37 �:�L�O�O�L�D�P���5�R�K�H�����6�K�D�Q�Q�R�Q���9�D�Q���=�D�Q�G�W�����D�Q�G���*�H�R�U�J�H���0�F�&�D�U�W�K�\�����³�6�R�F�L�D�O���%�H�Q�H�I�L�W�V���D�Q�G���&�R�V�W�V���R�I���+�R�P�H�R�Z�Q�H�U�V�K�L�S���´���L�Q��Low-
Income Homeownership, ed. Nicolas P. Retsinas and Eric S. Belsky (Washington: Brookings Institution Press, 2002), 

pp. 394-396. 

38 See �(�G�Z�D�U�G���/�����*�O�D�H�V�H�U�����³�5�H�W�K�L�Q�N�L�Q�J���W�K�H���)�H�G�H�U�D�O���%�L�D�V���7�R�Z�D�U�G���+�R�P�H�R�Z�Q�H�U�V�K�L�S���´��Cityscape, Vol. 13, no. 2, 2011, pp. 

5-38. Glaeser argues that ownership is more naturally associated with detached dwellings rather than multi-unit 

dwellings which involve shared ownerships of some portions of the dwelling (such as roof, heating system, landscape) 

and that subsidizing home ownership indirectly subsidizes larger detached houses.  

39 See CRS Report R40153, The First-Time Homebuyer Tax Credit: An Economic Analysis, by Mark P. Keightley. 

40 See Congressional Budget Office, Budget Options, Vol. 2, August 2009, http://www.cbo.gov/ftpdocs/102xx/

doc10294/08-06-BudgetOptions.pdf. 



The Challenge of Individual Income Tax Reform 

 

Congressional Research Service 14 

�&�%�2�����I�R�U���H�[�D�P�S�O�H�����U�H�S�R�U�W�V���H�V�W�L�P�D�W�H�V���S�U�H�S�D�U�H�G���E�\���-�&�7���L�Q�G�L�F�D�W�L�Q�J���W�K�D�W���O�L�P�L�W�L�Q�J���W�K�H���G�H�G�X�F�W�L�R�Q���I�R�U���D�O�O��
�V�W�D�W�H���D�Q�G���O�R�F�D�O���W�D�[�H�V���W�R���������R�I���D�G�M�X�V�W�H�G���J�U�R�V�V���L�Q�F�R�P�H���Z�R�X�O�G���U�D�L�V�H�����������E�L�O�O�L�R�Q���L�Q���)�<�����������F�R�P�S�D�U�H�G��
�W�R�����������E�L�O�O�L�R�Q���L�I���W�K�H���G�H�G�X�F�W�L�R�Q���I�R�U���D�O�O���W�D�[�H�V���Z�H�U�H���H�O�L�P�L�Q�D�W�H�G��41���$�Q�R�W�K�H�U���S�U�R�S�R�V�D�O���W�K�D�W���Z�R�X�O�G���V�K�L�I�W��
�W�K�H���E�H�Q�H�I�L�W���W�R���P�R�U�H���P�R�G�H�U�D�W�H���L�Q�F�R�P�H���K�R�P�H�R�Z�Q�H�U�V���L�V���W�R���V�X�E�V�W�L�W�X�W�H���D���F�U�H�G�L�W���I�R�U���W�K�H���L�W�H�P�L�]�H�G��
�G�H�G�X�F�W�L�R�Q�����Z�K�L�F�K���Z�R�X�O�G���P�D�N�H���L�W���D�Y�D�L�O�D�E�O�H���W�R���D�O�O���K�R�P�H�R�Z�Q�H�U�V�����7�K�L�V���S�U�R�S�R�V�D�O���L�V���R�I�W�H�Q���P�D�G�H���L�Q���W�K�H��
�F�R�Q�W�H�[�W���R�I���D���O�D�U�J�H�U���U�H�I�R�U�P���W�K�D�W���Z�R�X�O�G���U�H�S�H�D�O���P�R�V�W���R�W�K�H�U���L�W�H�P�L�]�H�G���G�H�G�X�F�W�L�R�Q�V���R�U���P�D�N�H���W�K�H�P���V�X�E�M�H�F�W��
�W�R���F�U�H�G�L�W�V��42 

�7�K�H���S�R�W�H�Q�W�L�D�O���H�I�I�H�F�W���R�I���W�K�H���K�R�X�V�L�Q�J���F�D�S�L�W�D�O���J�D�L�Q�V���H�[�F�O�X�V�L�R�Q���L�V���T�X�L�W�H���G�L�I�I�H�U�H�Q�W�����$�V���D�Q���X�Q�F�H�U�W�D�L�Q���W�D�[��
�E�H�Q�H�I�L�W���L�Q���W�K�H���S�R�V�V�L�E�O�\���I�D�U���I�X�W�X�U�H�����L�W���L�V���O�H�V�V���O�L�N�H�O�\���W�R���D�I�I�H�F�W���W�H�Q�X�U�H���D�Q�G���K�R�P�H���V�L�]�H���F�K�R�L�F�H�V�����+�R�Z�H�Y�H�U����
�W�D�[�L�Q�J���W�K�H�V�H���J�D�L�Q�V�����D�V���Z�L�W�K���R�W�K�H�U���F�D�S�L�W�D�O���J�D�L�Q�V���W�D�[�H�V�����Z�R�X�O�G���F�D�X�V�H���D���O�R�F�N���L�Q���H�I�I�H�F�W�����Z�K�L�F�K�����L�Q���W�K�L�V��
�F�D�V�H�����D�I�I�H�F�W�V���Q�R�W���R�Q�O�\���W�D�[���U�H�Y�H�Q�X�H�V���D�Q�G���S�R�U�W�I�R�O�L�R���G�L�Y�H�U�V�L�I�L�F�D�W�L�R�Q�����E�X�W���D�O�V�R���D�I�I�H�F�W�V���U�H�D�O���F�K�R�L�F�H�V�����,�W��
�F�R�X�O�G���H�[�D�F�H�U�E�D�W�H���W�K�H���S�U�R�E�O�H�P���R�I���O�D�E�R�U���L�P�P�R�E�L�O�L�W�\�����,�W���F�D�Q���D�O�V�R���F�D�X�V�H���R�O�G�H�U���L�Q�G�L�Y�L�G�X�D�O�V���Z�K�R�V�H��
�I�D�P�L�O�L�H�V���K�D�Y�H���E�H�F�R�P�H���V�P�D�O�O�H�U���W�R���I�R�U�H�J�R���G�R�Z�Q�V�L�]�L�Q�J���R�U���V�Z�L�W�F�K�L�Q�J���W�R���U�H�Q�W�D�O���K�R�X�V�L�Q�J�����W�K�X�V���X�V�L�Q�J��
�W�K�H�L�U���K�R�X�V�L�Q�J���Z�H�D�O�W�K���I�R�U���O�L�Y�L�Q�J���H�[�S�H�Q�V�H�V�����V�L�Q�F�H�����L�I���K�R�P�H�V���D�U�H���K�H�O�G���X�Q�W�L�O���G�H�D�W�K�����W�K�H�U�H���Z�R�X�O�G���E�H���Q�R��
�W�D�[��43���%�H�F�D�X�V�H���J�D�L�Q�V���R�Q���K�R�P�H�V���K�D�Y�H���O�D�U�J�H�O�\���E�H�H�Q���S�U�R�W�H�F�W�H�G���I�U�R�P���W�D�[���W�K�U�R�X�J�K�R�X�W���K�L�V�W�R�U�\�����W�K�H�U�H���D�U�H��
�O�L�W�W�O�H���G�D�W�D���W�R���S�U�R�Y�L�G�H���D���J�X�L�G�H���W�R���W�K�H���H�I�I�H�F�W���R�I���D�Q�\���O�R�F�N���L�Q���R�Q���S�R�W�H�Q�W�L�D�O���U�H�Y�H�Q�X�H�V���I�U�R�P���W�K�H���W�D�[��
�H�[�S�H�Q�G�L�W�X�U�H�����D�O�W�K�R�X�J�K���L�I���W�K�H���H�I�I�H�F�W���L�V���D�V���O�D�U�J�H���D�V���W�K�D�W���I�R�U���R�U�G�L�Q�D�U�\���J�D�L�Q�V���L�W���F�R�X�O�G���E�H���V�L�J�Q�L�I�L�F�D�Q�W��
���H�Y�H�Q���D�W���W�K�H���O�R�Z�H�U���H�O�D�V�W�L�F�L�W�L�H�V�����W�D�[�L�Q�J���F�D�S�L�W�D�O���J�D�L�Q�V���D�W���R�U�G�L�Q�D�U�\���U�D�W�H�V���F�R�X�O�G���F�R�O�O�H�F�W���R�Q�O�\�����������R�I���W�K�H��
�V�W�D�W�L�F���U�H�Y�H�Q�X�H���J�D�L�Q�������&�R�Q�V�H�T�X�H�Q�W�O�\�����W�K�H�U�H���D�S�S�H�D�U�V���W�R���S�R�W�H�Q�W�L�D�O�O�\���E�H���D���V�W�U�R�Q�J�H�U���F�D�V�H���I�R�U���U�H�W�D�L�Q�L�Q�J��
�W�K�L�V���W�D�[���E�H�Q�H�I�L�W���I�R�U���R�Z�Q�H�U���R�F�F�X�S�L�H�G���K�R�X�V�L�Q�J�� 

Consumption 

�)�R�X�U���R�I���W�K�H���S�U�R�Y�L�V�L�R�Q�V���L�Q���7�D�E�O�H�������O�D�U�J�H�O�\���D�I�I�H�F�W���K�R�Z���L�Q�G�L�Y�L�G�X�D�O�V���D�O�O�R�F�D�W�H���W�K�H�L�U���H�D�U�Q�L�Q�J�V�����W�K�U�H�H��
�U�H�O�D�W�H���W�R���K�H�D�O�W�K���D�Q�G���R�Q�H���W�R���F�K�D�U�L�W�D�E�O�H���F�R�Q�W�U�L�E�X�W�L�R�Q�V�� 

Health 

�7�K�H���K�H�D�O�W�K���P�D�U�N�H�W���L�V���V�X�E�M�H�F�W���W�R���Q�X�P�H�U�R�X�V���V�H�U�L�R�X�V���P�D�U�N�H�W���L�P�S�H�U�I�H�F�W�L�R�Q�V�����Z�K�L�F�K���U�H�V�X�O�W���L�Q���P�D�Q�\��
�L�Q�G�L�Y�L�G�X�D�O�V���Z�L�W�K�R�X�W���K�H�D�O�W�K���L�Q�V�X�U�D�Q�F�H��44���7�K�R�V�H���Z�L�W�K���L�Q�V�X�U�D�Q�F�H���G�R���Q�R�W���S�D�\���W�K�H���I�X�O�O���P�D�U�J�L�Q�D�O���F�R�V�W���I�R�U��
�D���V�S�H�F�L�I�L�F���H�S�L�V�R�G�H�����O�H�D�G�L�Q�J���W�R���R�Y�H�U���F�R�Q�V�X�P�S�W�L�R�Q�����,�Q���W�K�H���K�H�D�O�W�K���P�D�U�N�H�W�����V�H�O�O�H�U�V���W�H�O�O���F�X�V�W�R�P�H�U�V���Z�K�D�W��
�W�R���E�X�\���D�Q�G���S�U�L�F�L�Q�J���L�V���J�H�Q�H�U�D�O�O�\���Q�R�W���W�U�D�Q�V�S�D�U�H�Q�W��45���&�R�Q�W�D�L�Q�L�Q�J���F�R�V�W�V���D�Q�G���D�F�K�L�H�Y�L�Q�J���X�Q�L�Y�H�U�V�D�O���K�H�D�O�W�K��
�L�Q�V�X�U�D�Q�F�H���F�R�Y�H�U�D�J�H���D�U�H���W�Z�R���J�R�D�O�V���W�K�D�W���K�D�Y�H���I�U�H�T�X�H�Q�W�O�\���E�H�H�Q���S�X�U�V�X�H�G���E�\���S�X�E�O�L�F���S�R�O�L�F�\�� 

                                                 
41 See Congressional Budget Office, Reducing the Deficit: Spending and Revenue Options, March 2011, p. 148. 

http://www.cbo.gov/ftpdocs/120xx/doc12085/03-10-ReducingTheDeficit.pdf. 

42 The Congressional Budget Office discusses a proposal to limit the value of the deductions to 15%. See Congressional 

Budget Office, ibid., p. 151. Note, however, that there are certain itemized deductions that might need to be retained in 

deduction form, such as deductions for casualty, theft and gambling losses (important in properly measuring income), 

and medical expenses.  
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Pamela J. Jackson. 
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�L�V�V�X�H���F�R�X�O�G���E�H���Z�K�H�U�H���W�R���V�H�W���W�K�H���I�O�R�R�U�����7�K�H�����������I�O�R�R�U���L�V���K�L�J�K���E�\���K�L�V�W�R�U�L�F�D�O���V�W�D�Q�G�D�U�G�V�����S�U�L�R�U���W�R������������
�W�K�H���I�O�R�R�U���Z�D�V���H�L�W�K�H�U���������R�U�������������,�W���L�V���Q�R�W���F�O�H�D�U���Z�K�H�W�K�H�U���W�K�H���I�O�R�R�U���F�R�X�O�G���E�H���L�Q�F�U�H�D�V�H�G���I�X�U�W�K�H�U���Z�K�L�O�H��
�V�W�L�O�O���D�F�K�L�H�Y�L�Q�J���W�K�H���D�E�L�O�L�W�\���W�R���S�D�\���R�E�M�H�F�W�L�Y�H�� 

                                                 
Health Sector, by D. Andrew Austin and Jane G. Gravelle. 

46 Socially optimal insurance would cover the care of an individual up to the point where the marginal benefit equals 

�W�K�H���P�D�U�J�L�Q�D�O���F�R�V�W�����6�H�H���-�R�Q�D�W�K�D�Q���*�U�X�E�H�U�����³�7�K�H���7�D�[���(�[�F�O�X�V�L�R�Q���I�R�U���(�P�S�O�R�\�H�U���6�S�R�Q�V�R�U�H�G���+�H�D�O�W�K���,�Q�V�X�U�D�Q�F�H���´��National Tax 
Journal, Vol. 64, June 2011, Part 2, 511-530. 

47 See CRS Report R41331, Individual Mandate and Related Information Requirements under ACA, by Janemarie 

Mulvey and Hinda Chaikind. 

48 Cafeteria plans are an employer benefit that allows employees to choose benefits among various options that include 

cash (which is taxable), taxable benefits such as vacation time, and nontaxable benefits such as health care. 



The Challenge of Individual Income Tax Reform 

 

Congressional Research Service 16 

Charitable Contributions 

�$���G�H�G�X�F�W�L�R�Q���I�R�U���F�K�D�U�L�W�D�E�O�H���F�R�Q�W�U�L�E�X�W�L�R�Q�V���L�V���D�Q���L�W�H�P�L�]�H�G���G�H�G�X�F�W�L�R�Q�����7�K�H�\���D�U�H���V�X�E�M�H�F�W���W�R���P�D�U�N�H�W��
�I�D�L�O�X�U�H�V���E�H�F�D�X�V�H���R�I���³�I�U�H�H���U�L�G�H�U�´���S�U�R�E�O�H�P�V�����W�R���W�K�H���H�[�W�H�Q�W���W�K�H���F�R�Q�W�U�L�E�X�W�L�R�Q���L�Q�F�U�H�D�V�H�V���R�Y�H�U�D�O�O���V�R�F�L�D�O��
�Z�H�O�I�D�U�H�����L�Q�G�L�Y�L�G�X�D�O���W�D�[�S�D�\�H�U�V���F�D�Q���E�H�Q�H�I�L�W���I�U�R�P���W�K�H���F�R�Q�W�U�L�E�X�W�L�R�Q�V���R�I���R�W�K�H�U�V�����J�L�Y�L�Q�J���W�K�H�P���D�Q��
�L�Q�F�H�Q�W�L�Y�H���W�R���Q�R�W���F�R�Q�W�U�L�E�X�W�H�����F�R�Q�V�H�T�X�H�Q�W�O�\�����R�Y�H�U�D�O�O���J�L�Y�L�Q�J���L�V���X�Q�G�H�U�V�X�S�S�O�L�H�G�����)�R�U���H�[�D�P�S�O�H�����W�U�D�Q�V�I�H�U�V��
�W�R���U�H�O�L�H�Y�H���S�R�Y�H�U�W�\���F�D�Q���S�U�R�Y�L�G�H���D���V�R�F�L�D�O���E�H�Q�H�I�L�W���W�R���G�R�Q�R�U�V���D�Q�G���W�R���Q�R�Q�G�R�Q�R�U�V���Z�K�R���D�U�H���Q�R�W���U�H�F�L�S�L�H�Q�W�V��
�L�I���W�K�H�U�H���L�V���D���V�R�F�L�D�O���Y�D�O�X�H�����V�X�F�K���D�V���U�H�G�X�F�L�Q�J���F�U�L�P�H�� 

�7�Z�R���L�V�V�X�H�V�����K�R�Z�H�Y�H�U�����P�D�N�H���W�K�H���G�H�G�X�F�W�L�R�Q���S�R�W�H�Q�W�L�D�O�O�\���T�X�H�V�W�L�R�Q�D�E�O�H���I�U�R�P���D�Q���H�F�R�Q�R�P�L�F���S�H�U�V�S�H�F�W�L�Y�H����
�7�K�H���I�L�U�V�W���L�V���W�K�D�W���W�K�H���L�Q�G�L�Y�L�G�X�D�O���F�R�Q�W�U�L�E�X�W�R�U���P�D�\���E�H���L�Q�G�X�F�H�G���W�R���J�L�Y�H���O�H�V�V���W�R���F�K�D�U�L�W�\���W�K�D�Q���W�K�H���U�H�Y�H�Q�X�H��
�O�R�V�V�����V�R���W�K�D�W���W�K�H���J�R�Y�H�U�Q�P�H�Q�W���F�R�X�O�G���S�U�R�Y�L�G�H���P�R�U�H���I�X�Q�G�V���I�R�U���F�K�D�U�L�W�D�E�O�H���S�X�U�S�R�V�H�V���W�K�U�R�X�J�K���J�U�D�Q�W�V����
�7�K�L�V���H�I�I�H�F�W���R�F�F�X�U�V���Z�K�H�Q���W�K�H���H�O�D�V�W�L�F�L�W�\���R�I���F�K�D�U�L�W�D�E�O�H���J�L�Y�L�Q�J�����S�H�U�F�H�Q�W�D�J�H���F�K�D�Q�J�H���L�Q���F�K�D�U�L�W�\��
�F�R�Q�W�U�L�E�X�W�L�R�Q�V���I�U�R�P���D���������F�K�D�Q�J�H���L�Q���W�D�[���U�D�W�H�V�����L�V���O�H�V�V���W�K�D�Q���R�Q�H�����Z�K�L�F�K���P�R�V�W���F�X�U�U�H�Q�W���U�H�V�H�D�U�F�K���V�K�R�Z�V����
�7�K�H���V�H�F�R�Q�G���L�V���W�K�D�W���W�K�H���F�R�Q�W�U�L�E�X�W�R�U�V���P�D�\���U�H�F�H�L�Y�H���G�L�U�H�F�W���E�H�Q�H�I�L�W�V�����L�P�S�O�L�F�L�W���E�H�Q�H�I�L�W�V�����R�U���W�K�H�L�U��
�F�R�Q�W�U�L�E�X�W�L�R�Q�V���P�D�\���J�R���W�R���F�K�D�U�L�W�L�H�V���W�K�D�W���P�X�F�K���R�I���W�K�H���S�R�S�X�O�D�W�L�R�Q���G�R�H�V���Q�R�W���E�H�Q�H�I�L�W���I�U�R�P�����H���J������
�F�R�Q�W�U�L�E�X�W�R�U�V���P�D�\���U�H�F�H�L�Y�H���I�U�R�Q�W���U�R�Z���V�H�D�W�V���D�W���W�K�H���R�U�F�K�H�V�W�U�D���R�U���E�R�[���V�H�D�W�V���D�W���V�S�R�U�W�L�Q�J���H�Y�H�Q�W�V�����R�U���P�D�\��
�J�L�Y�H���W�R���,�Y�\���O�H�D�J�X�H���V�F�K�R�R�O�V���D�Q�G���D�U�W���P�X�V�H�X�P�V���W�K�D�W���P�X�F�K���R�I���W�K�H���S�R�S�X�O�D�W�L�R�Q���P�D�\���Q�R�W���F�R�Q�V�X�P�H�������9�H�U�\��
�O�L�W�W�O�H���R�I���F�K�D�U�L�W�D�E�O�H���J�L�Y�L�Q�J�����O�H�V�V���W�K�D�Q�����������J�R�H�V���G�L�U�H�F�W�O�\���W�R���D�L�G���W�K�R�V�H���L�Q���S�R�Y�H�U�W�\��49�� 

�2�Q�H���R�S�W�L�R�Q���I�R�U���F�K�D�U�L�W�D�E�O�H���F�R�Q�W�U�L�E�X�W�L�R�Q�V���L�V���W�R���S�U�R�Y�L�G�H���D���I�O�R�R�U�����V�R���W�K�D�W���R�Q�O�\���O�D�U�J�H���F�R�Q�W�U�L�E�X�W�L�R�Q�V��
�U�H�O�D�W�L�Y�H���W�R���L�Q�F�R�P�H���D�U�H���H�O�L�J�L�E�O�H�����D�Q���D�S�S�U�R�D�F�K���W�K�D�W���L�Q�F�U�H�D�V�H�V���W�K�H���L�Q�G�X�F�H�G���J�L�Y�L�Q�J���S�H�U���G�R�O�O�D�U���R�I���U�H�Y�H�Q�X�H��
�O�R�V�V�����,�W���Z�R�X�O�G���D�O�V�R���L�Q�F�U�H�D�V�H���W�D�[���F�R�P�S�O�L�D�Q�F�H���V�L�Q�F�H���V�P�D�O�O���G�R�Q�D�W�L�R�Q�V���Z�R�X�O�G���Q�R���O�R�Q�J�H�U���E�H���H�O�L�J�L�E�O�H�����$��
�������R�I���L�Q�F�R�P�H���I�O�R�R�U���L�V���S�U�R�M�H�F�W�H�G���W�R���U�D�L�V�H���������������E�L�O�O�L�R�Q���I�R�U���)�<����������50���$�F�F�R�U�G�L�Q�J���W�R���W�K�H���O�D�W�H�V�W���G�D�W�D��
�D�Y�D�L�O�D�E�O�H�����D�E�R�X�W�����������R�I���F�R�Q�W�U�L�E�X�W�L�R�Q�V���Z�R�X�O�G���Q�R���O�R�Q�J�H�U���K�D�Y�H���D���P�D�U�J�L�Q�D�O���L�Q�F�H�Q�W�L�Y�H���Z�L�W�K���D���������I�O�R�R�U����
�D�O�W�K�R�X�J�K���W�K�H���U�H�Y�H�Q�X�H���J�D�L�Q���Z�R�X�O�G���E�H�����������R�I���W�K�H���W�R�W�D�O���W�D�[���H�[�S�H�Q�G�L�W�X�U�H��51���7�K�H���U�H�O�D�W�L�Y�H�O�\���O�D�U�J�H�U���J�D�L�Q��
�L�Q���U�H�Y�H�Q�X�H���F�R�P�S�D�U�H�G���W�R���W�K�H���U�H�G�X�F�W�L�R�Q���L�Q���L�Q�F�H�Q�W�L�Y�H���L�V���E�H�F�D�X�V�H���P�R�V�W���R�I���W�K�H���F�R�Q�W�U�L�E�X�W�L�R�Q�V���D�U�H���P�D�G�H��
�E�\���W�D�[�S�D�\�H�U�V���Z�K�R���Z�R�X�O�G���U�H�W�D�L�Q���D���P�D�U�J�L�Q�D�O���L�Q�F�H�Q�W�L�Y�H���D�I�W�H�U���G�L�V�D�O�O�R�Z�L�Q�J���F�R�Q�W�U�L�E�X�W�L�R�Q�V���X�S���W�R���������R�I��
�L�Q�F�R�P�H�� 

�$�Q�R�W�K�H�U���R�S�W�L�R�Q�����R�U���S�H�U�K�D�S�V���D�Q���D�G�G�L�W�L�R�Q�D�O���R�Q�H�����L�V���W�R���U�H�Y�L�V�H���W�K�H���W�U�H�D�W�P�H�Q�W���R�I���D�S�S�U�H�F�L�D�W�H�G���S�U�R�S�H�U�W�\����
�7�D�[�S�D�\�H�U�V���Z�K�R���G�R�Q�D�W�H���D�S�S�U�H�F�L�D�W�H�G���S�U�R�S�H�U�W�\���F�D�Q���W�D�N�H���D���G�H�G�X�F�W�L�R�Q���I�R�U���W�K�H���I�X�O�O���Y�D�O�X�H���R�I���W�K�H���S�U�R�S�H�U�W�\����
�Z�L�W�K�R�X�W���S�D�\�L�Q�J���F�D�S�L�W�D�O���J�D�L�Q�V���W�D�[���R�Q���W�K�H���L�Q�F�U�H�D�V�H���L�Q���Y�D�O�X�H�����$�E�R�X�W���D���T�X�D�U�W�H�U���R�I���G�R�Q�D�W�L�R�Q�V���D�U�H���Q�R�Q��
�F�D�V�K�����D�O�W�K�R�X�J�K���D�E�R�X�W�����������D�U�H���I�R�U���F�O�R�W�K�H�V�����D�X�W�R�V�����D�Q�G���K�R�X�V�H�K�R�O�G���L�W�H�P�V���W�K�D�W���G�H�S�U�H�F�L�D�W�H�����'�R�Q�D�W�L�R�Q�V��
�R�I���D�S�S�U�H�F�L�D�W�H�G���S�U�R�S�H�U�W�\�����V�X�F�K���D�V���V�W�R�F�N�����U�H�D�O���H�V�W�D�W�H�����D�Q�G���D�U�W�����D�U�H���K�H�D�Y�L�O�\���F�R�Q�F�H�Q�W�U�D�W�H�G���L�Q���K�L�J�K��
�L�Q�F�R�P�H���J�U�R�X�S�V�����5�H�Y�L�V�L�R�Q�V���F�R�X�O�G���D�O�O�R�Z���G�H�G�X�F�W�L�R�Q�V���R�Q�O�\���I�R�U���W�K�H���P�L�Q�L�P�X�P���R�I���W�K�H���I�D�L�U���P�D�U�N�H�W���Y�D�O�X�H��
�R�U���W�K�H���E�D�V�L�V�����Z�K�L�F�K���Z�R�X�O�G���H�Q�F�R�X�U�D�J�H���S�H�R�S�O�H���W�R���V�H�O�O���W�K�H���D�V�V�H�W�������R�U���U�H�T�X�L�U�H���W�D�[���R�Q���W�K�H���J�D�L�Q��52 

                                                 
49 Counting indirect and in-kind estimates this number may rise to between 25% to 30%, depending on a range of 

estimates for religious giving. These numbers encompass items other than direct needs such as scholarships for higher 

education. See Patterns of Household Charitable Giving by Income Group, 2005, prepared for Google by the Center on 

Philanthropy at Indiana University, Summer 2007 http://www.philanthropy.iupui.edu/Research/

Giving%20focused%20on%20meeting%20needs%20of%20the%20poor%20July%202007.pdf. For further discussion 

of charitable contributions issues see CRS Report RL34608, Tax Issues Relating to Charitable Contributions and 
Organizations, by Jane G. Gravelle and Molly F. Sherlock and CRS Report R40518, Charitable Contributions: The 
Itemized Deduction Cap and Other FY2011 Budget Options, by Jane G. Gravelle and Donald J. Marples . The second 

report contains a review of evidence on the elasticity of charitable giving. 

50 See Congressional Budget Office, Reducing the Deficit: Spending and Revenue Options, March 2011, p. 150. 

http://www.cbo.gov/ftpdocs/120xx/doc12085/03-10-ReducingTheDeficit.pdf. 

51 Based on the 2006 Statistics of Income public use file. In that year there were $175.7 billion in contributions, with 

$22.3 billion for taxpayers below the floor and $2.3 billion for taxpayers who switch to the standard deduction. 

52 For data on non-�F�D�V�K���J�L�I�W�V�����V�H�H���'�H�H�Q�D���$�F�N�H�U�P�D�Q���D�Q�G���*�H�U�D�O�G���$�X�W�H�Q�����³�7�D�[���(�[�S�H�Q�G�L�W�X�U�H�V���I�R�U���1�R�Q�F�D�V�K���&�K�D�U�L�W�D�E�O�H��
Contributi�R�Q�V���´��National Tax Journal, vol. 64, no. 2, Part 2 (June 2011), pp.651-688. 
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Labor Supply 

�7�Z�R���S�U�R�Y�L�V�L�R�Q�V���U�H�O�D�W�L�Q�J���W�R���O�D�E�R�U���V�X�S�S�O�\���D�U�H���L�Q���W�K�H���S�U�R�Y�L�V�L�R�Q�V���L�Q���7�D�E�O�H���������W�K�H���H�D�U�Q�H�G���L�Q�F�R�P�H���W�D�[��
�F�U�H�G�L�W���D�Q�G���W�K�H���H�[�F�O�X�V�L�R�Q���R�I���I�U�L�Q�J�H���E�H�Q�H�I�L�W�V�����7�K�H�V�H���S�U�R�Y�L�V�L�R�Q�V���D�U�H���W�D�[���L�Q�F�H�Q�W�L�Y�H�V���G�H�V�L�J�Q�H�G���W�R��
�H�Q�F�R�X�U�D�J�H���Z�R�U�N���H�I�I�R�U�W�� 

�7�K�H���H�D�U�Q�H�G���L�Q�F�R�P�H���F�U�H�G�L�W���L�V���D���P�D�M�R�U���V�X�E�V�L�G�\���I�R�U���O�R�Z���L�Q�F�R�P�H���L�Q�G�L�Y�L�G�X�D�O�V�����H�V�S�H�F�L�D�O�O�\���I�R�U���I�D�P�L�O�L�H�V��
�Z�L�W�K���F�K�L�O�G�U�H�Q�����D�Q�G���K�D�V���K�H�O�S�H�G���W�R���R�I�I�V�H�W���W�K�H���V�W�D�J�Q�D�W�L�R�Q���R�I���Z�D�J�H�V���D�Q�G���W�K�H���E�X�U�G�H�Q���R�I���W�K�H���S�D�\�U�R�O�O���W�D�[���D�W��
�W�K�H���O�R�Z�H�U���H�Q�G���R�I���W�K�H���L�Q�F�R�P�H���V�S�H�F�W�U�X�P�����8�Q�O�L�N�H���R�W�K�H�U���W�U�D�Q�V�I�H�U���S�U�R�J�U�D�P�V���D�L�P�H�G���D�W���O�R�Z�H�U���L�Q�F�R�P�H��
�L�Q�G�L�Y�L�G�X�D�O�V�����L�W���L�V���U�H�O�D�W�H�G���W�R���H�D�U�Q�L�Q�J�V�����,�Q���W�K�H�R�U�\�����L�W���V�K�R�X�O�G���L�Q�F�U�H�D�V�H���O�D�E�R�U���I�R�U�F�H���S�D�U�W�L�F�L�S�D�W�L�R�Q���E�\��
�V�L�Q�J�O�H���S�D�U�H�Q�W�V�����E�X�W���F�R�X�O�G���U�H�G�X�F�H���K�R�X�U�V���E�\���W�K�R�V�H���L�Q���W�K�H���Z�R�U�N���I�R�U�F�H���D�Q�G���V�H�F�R�Q�G���H�D�U�Q�H�U�V���E�H�F�D�X�V�H��
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56 See CRS Report RL32781, Federal Deductibility of State and Local Taxes, by Steven Maguire; CRS Report R41735, 

State and Local Government Debt: An Analysis, by Steven Maguire; and CRS Report R40523, Tax Credit Bonds: 
Overview and Analysis, by Steven Maguire. 

57 See Congressional Budget Office, Reducing the Deficit: Spending and Revenue Options, March 2011, p. 148. 

http://www.cbo.gov/ftpdocs/120xx/doc12085/03-10-ReducingTheDeficit.pdf. 

58 For a discussion of tax exempt bonds, see CRS Report R42396, The Impact of Budget Proposals on Tax-Exempt 
Bonds, by Steven Maguire. 
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Other Notable Tax Expenditures 
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Table 4. Additional Tax Expenditures Not Among the Top 20, With a Cost of $1 
Billion or More , FY2014 

Provision  Category  
Amount 

($billions)  

Exclusion of Allowances, Military and Foreign Service Government 7.9 

�(�[�F�O�X�V�L�R�Q���R�I���9�H�W�H�U�D�Q�·�V���%�H�Q�H�I�L�W�V Government  7.2 

Miscellaneous Employee Fringe Benefits Labor Supply 7.0 

Small Business Employee Health Insurance Credit Consumption 6.0 

Self Employed Health Insurance Deduction Consumption 5.9 

Employer Provided Non-Health Insurance Consumption 5.7 

                                                 
59 CRS Report RL31457, Private Activity Bonds: An Introduction, by Steven Maguire. 

60 For a description of the child credit, see CRS Report R41935, The Child Tax Credit: Economic Analysis and Policy 
Options, by Margot L. Crandall-Hollick. 
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Provision  Category  
Amount 

($billions)  

Employer Provided Transportation Benefits Labor Supply 5.7 

Tuition Tax Credits Consumption 5.5 

Exclusions of Workers Compensation (Health) Consumption 5.4 

Production Activities Deduction Business 5.3 

Exclusion of Workers Compensation Government 5.2 

Exclusion of Cash Public Assistance Government 5.0 

Exclusion of  Health Insurance Military Consumption 5.0 

Additional Standard Deduction, Blind and Elderly Structural 4.4 

Exclusion of Earnings of Voluntary Employees Beneficiary 
Associations 

Labor Supply 4.2 

Exclusion of Scholarships and Fellowships Consumption 2.7 

Deferral of Gain, Non-Dealer Installment Sales Savings 2.7 

Child Care Credit, Employer Care Labor Supply 2.6 

Personal Exemption for Students Consumption 2.4 

Health Savings Accounts Consumption 2.1 

Exclusion of Damages for Injury or Sickness Structural  1.6 

Deferral of Interest on Savings Bonds Government 1.5 

Non-Recognition of Gain on Like Kind Exchanges Saving 1.3 

Exclusion of Employee Meals and Lodging Labor Supply 1.3 

Exclusion of Employee Education Assistance  Consumption 1.0 

 Source:  CRS calculations based on Joint Committee on Taxation revenue estimates. 
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�7�D�E�O�H�������U�H�S�R�U�W�V���W�K�H���6�X�L�W�V���L�Q�G�H�[���I�R�U���������R�I���W�K�H���������O�D�U�J�H�V�W���L�Q�G�L�Y�L�G�X�D�O���W�D�[���H�[�S�H�Q�G�L�W�X�U�H�V�����W�K�H���6�X�L�W�V��
�L�Q�G�H�[���I�R�U���W�K�H���R�W�K�H�U�������F�R�X�O�G���Q�R�W���E�H���H�V�W�L�P�D�W�H�G���E�H�F�D�X�V�H���G�D�W�D���D�U�H���Q�R�W���D�Y�D�L�O�D�E�O�H�� 

Saving 

�7�K�H���W�D�[���H�[�S�H�Q�G�L�W�X�U�H�V���L�Q���W�K�H���V�D�Y�L�Q�J���F�D�W�H�J�R�U�\���D�U�H���D�O�O���U�H�J�U�H�V�V�L�Y�H�����W�K�R�X�J�K���W�R���G�L�I�I�H�U�H�Q�W���H�[�W�H�Q�W�V�����V�L�Q�F�H��
�W�K�H���6�X�L�W�V���L�Q�G�H�[���L�V���Q�H�J�D�W�L�Y�H�² �K�L�J�K�H�U���L�Q�F�R�P�H���W�D�[�S�D�\�H�U�V���U�H�F�H�L�Y�H���D���G�L�V�S�U�R�S�R�U�W�L�R�Q�D�W�H���V�K�D�U�H���R�I���W�K�H���W�D�[��
�E�H�Q�H�I�L�W�V���U�H�O�D�W�L�Y�H���W�R���W�K�H�L�U���L�Q�F�R�P�H�����7�K�H�U�H���D�U�H���W�Z�R���S�U�L�P�D�U�\���U�H�D�V�R�Q�V���I�R�U���W�K�L�V���S�D�W�W�H�U�Q�����)�L�U�V�W�����K�L�J�K�H�U��
�L�Q�F�R�P�H���W�D�[�S�D�\�H�U�V���D�U�H���P�R�U�H���O�L�N�H�O�\���W�R���V�D�Y�H���D�Q�G���L�Q�Y�H�V�W���L�Q���D�V�V�H�W�V���W�K�D�Q���O�R�Z�H�U���L�Q�F�R�P�H���W�D�[�S�D�\�H�U�V��69��
�6�H�F�R�Q�G�����W�K�H���W�D�[���V�F�K�H�G�X�O�H���L�V���S�U�R�J�U�H�V�V�L�Y�H�����V�R���W�D�[�S�D�\�H�U�V���L�Q���K�L�J�K�H�U���W�D�[���E�U�D�F�N�H�W�V���U�H�F�H�L�Y�H���J�U�H�D�W�H�U���W�D�[��
�E�H�Q�H�I�L�W�V���I�U�R�P���U�H�G�X�F�L�Q�J���W�D�[�D�E�O�H���L�Q�F�R�P�H�����)�R�U���H�[�D�P�S�O�H�����L�I���W�D�[�S�D�\�H�U�V���L�Q���W�K�H�����������W�D�[���E�U�D�F�N�H�W��
�F�R�Q�W�U�L�E�X�W�H���D�Q���D�G�G�L�W�L�R�Q�D�O���G�R�O�O�D�U���W�R���W�K�H�L�U�����������N�����S�O�D�Q�����W�K�H�\���U�H�G�X�F�H���W�K�H�L�U���W�D�[���O�L�D�E�L�O�L�W�\���E�\���������F�H�Q�W�V����
�&�R�Q�Y�H�U�V�H�O�\�����W�D�[�S�D�\�H�U�V���L�Q���W�K�H�����������W�D�[���E�U�D�F�N�H�W���U�H�G�X�F�H���W�K�H�L�U���W�D�[���O�L�D�E�L�O�L�W�\���E�\���������F�H�Q�W�V���L�I���W�K�H�\��
�F�R�Q�W�U�L�E�X�W�H���D�Q���D�G�G�L�W�L�R�Q�D�O���G�R�O�O�D�U���W�R���W�K�H�L�U�����������N�����S�O�D�Q�����7�K�H���W�D�[���E�H�Q�H�I�L�W�V���R�I���S�H�Q�V�L�R�Q���D�Q�G���,�5�$���V�D�Y�L�Q�J��
�D�U�H���O�H�V�V���U�H�J�U�H�V�V�L�Y�H���W�K�D�Q���W�K�H���R�W�K�H�U���V�D�Y�L�Q�J���W�D�[���H�[�S�H�Q�G�L�W�X�U�H�V���E�H�F�D�X�V�H���W�K�H�U�H���L�V���D�Q���X�S�S�H�U���O�L�P�L�W���R�Q��
�D�Q�Q�X�D�O���F�R�Q�W�U�L�E�X�W�L�R�Q�V���D�Q�G���P�R�V�W���O�R�Z�H�U���L�Q�F�R�P�H���W�D�[�S�D�\�H�U�V���Z�K�R���G�R���V�D�Y�H���G�R���V�R���L�Q���W�K�H�L�U�����������N���V���D�Q�G��
�,�5�$�V�� 

Housing 

�7�K�H���W�Z�R���K�R�X�V�L�Q�J���S�U�R�Y�L�V�L�R�Q�V���D�U�H���G�H�G�X�F�W�L�R�Q�V���W�K�D�W���D�U�H���R�Q�O�\���D�Y�D�L�O�D�E�O�H���W�R���W�D�[�S�D�\�H�U�V���Z�K�R���L�W�H�P�L�]�H��
�G�H�G�X�F�W�L�R�Q�V�����D�E�R�X�W���R�Q�H���W�K�L�U�G���R�I���D�O�O���W�D�[�S�D�\�H�U�V�������7�K�H���6�X�L�W�V���L�Q�G�H�[���I�R�U���W�K�H���G�H�G�X�F�W�L�R�Q���I�R�U���S�U�R�S�H�U�W�\���W�D�[�H�V��
�D�Q�G���P�R�U�W�J�D�J�H���L�Q�W�H�U�H�V�W���L�V���F�O�R�V�H�U���W�R���]�H�U�R���W�K�D�Q���W�R���í�������V�X�J�J�H�V�W�L�Q�J���W�K�H���W�D�[���E�H�Q�H�I�L�W�V���D�U�H���P�R�G�H�U�D�W�H�O�\��
�U�H�J�U�H�V�V�L�Y�H�����7�D�[�S�D�\�H�U�V���Z�K�R���L�W�H�P�L�]�H���G�H�G�X�F�W�L�R�Q�V���W�H�Q�G���W�R���E�H���V�S�U�H�D�G���W�K�U�R�X�J�K�R�X�W���W�K�H���L�Q�F�R�P�H��
�G�L�V�W�U�L�E�X�W�L�R�Q�����D�O�P�R�V�W���R�Q�H���W�K�L�U�G���K�D�Y�H���L�Q�F�R�P�H���E�H�O�R�Z�������������������D�Q�G���D�Q�R�W�K�H�U���W�K�L�U�G���K�D�Y�H���L�Q�F�R�P�H���R�Y�H�U��
������������������70���+�R�Z�H�Y�H�U�����R�Y�H�U���K�D�O�I���R�I���W�K�H���W�R�W�D�O���D�P�R�X�Q�W���G�H�G�X�F�W�H�G���L�V���F�O�D�L�P�H�G���E�\���W�D�[�S�D�\�H�U�V���Z�L�W�K���L�Q�F�R�P�H��
�R�Y�H�U���������������������E�H�F�D�X�V�H�����������K�L�J�K�H�U���L�Q�F�R�P�H���W�D�[�S�D�\�H�U�V���W�H�Q�G���W�R���R�Z�Q���P�R�U�H���H�[�S�H�Q�V�L�Y�H���K�R�P�H�V���Z�L�W�K��
�O�D�U�J�H�U���P�R�U�W�J�D�J�H�V���D�Q�G���K�L�J�K�H�U���S�U�R�S�H�U�W�\���W�D�[�H�V�����D�Q�G�����������W�K�H���S�U�R�J�U�H�V�V�L�Y�L�W�\���R�I���W�K�H���W�D�[���V�F�K�H�G�X�O�H���O�H�D�G�V���W�R��
�W�K�H���³�X�S�V�L�G�H���G�R�Z�Q�´���V�X�E�V�L�G�\���H�I�I�H�F�W�� 

Table 5. Progressivity of Selected Tax Provisions: The Suits Index  

Provision  Type  Suits Index  

Saving   

   Capital Gains Preferential Tax Rate �í0.705 

   Qualified Dividends Preferential Tax Rate �í0.535 

   Employer Pensions & IRAs Deferral of Tax Liability �í0.165 

Housing    

   Property Taxes Deduction �í0.151 

   Mortgage Interest Deduction �í0.115 

Consumption    

   Charitable Contributions Deduction �í0.352 

                                                 
69 �)�R�U���H�[�D�P�S�O�H�����-�R�K�Q���6�D�E�H�O�K�D�X�V���D�Q�G���-�H�I�I�U�H�\���$�����*�U�R�H�Q�����³�&�D�Q���3�H�U�P�D�Q�H�Q�W-Income Theory Explain Cross-sectional 

�&�R�Q�V�X�P�S�W�L�R�Q���3�D�W�W�H�U�Q�V�"�´��Review of Economics and Statistics, vol. 82, no. 3 (August 2000), pp. 431-438 show that 

consumption to income ratios decline as income rises. 

70 CRS analysis of the 2006 IRS SOI Public Use File. 
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Provision  Type  Suits Index  

   Medical Expenses Deduction 0.183 

   Employer Health Insurance Exclusion 0.282 

Labor Supply    

   EITC Tax Credit 0.937 

Government    

   Tax-exempt Interest Exclusion �í0.559 

   State & Local Income Taxes Deduction �í0.405 

   Medicare Exclusion 0.478 

   Social Security Exclusion 0.499 

Structural    

   Child Tax Credit Tax Credit 0.536 

Source:  CRS analysis of the 2006 IRS SOI Public Use File and 2007 Survey of Consumer Finances. 

Consumption 

�7�K�H���W�D�[���S�U�R�Y�L�V�L�R�Q�V���L�Q���W�K�H���F�R�Q�V�X�P�S�W�L�R�Q���F�D�W�H�J�R�U�\���V�K�R�Z���Q�R���F�R�Q�V�L�V�W�H�Q�W���S�D�W�W�H�U�Q���L�Q���W�K�H���6�X�L�W�V���L�Q�G�H�[�����7�K�H��
�W�D�[���E�H�Q�H�I�L�W���R�I���W�K�H���F�K�D�U�L�W�D�E�O�H���F�R�Q�W�U�L�E�X�W�L�R�Q���G�H�G�X�F�W�L�R�Q���L�V���U�H�J�U�H�V�V�L�Y�H�����6�X�L�W�V���L�Q�G�H�[���R�I���í���������������I�R�U���W�K�H��
�V�D�P�H���U�H�D�V�R�Q�V���D�V���W�K�H���P�R�U�W�J�D�J�H���L�Q�W�H�U�H�V�W���G�H�G�X�F�W�L�R�Q�² �R�Q�O�\���L�W�H�P�L�]�H�U�V���F�D�Q���F�O�D�L�P���W�K�H���G�H�G�X�F�W�L�R�Q���D�Q�G���W�K�H��
�S�U�R�J�U�H�V�V�L�Y�L�W�\���R�I���W�K�H���W�D�[���V�F�K�H�G�X�O�H�� 

�7�K�H���W�D�[���E�H�Q�H�I�L�W���R�I���W�K�H���G�H�G�X�F�W�L�R�Q���I�R�U���P�H�G�L�F�D�O���H�[�S�H�Q�V�H�V�����Z�K�L�F�K���D�Q���L�W�H�P�L�]�H�G���G�H�G�X�F�W�L�R�Q���D�Y�D�L�O�D�E�O�H���W�R��
�R�Q�O�\���L�W�H�P�L�]�H�U�V�����L�V���P�R�G�H�U�D�W�H�O�\���S�U�R�J�U�H�V�V�L�Y�H���Z�L�W�K���D���6�X�L�W�V���L�Q�G�H�[���R�I�������������������7�K�H���U�H�D�V�R�Q���W�K�D�W���W�K�H���E�H�Q�H�I�L�W��
�R�I���W�K�H���P�H�G�L�F�D�O���H�[�S�H�Q�V�H�V���G�H�G�X�F�W�L�R�Q���L�V���S�U�R�J�U�H�V�V�L�Y�H���L�V���W�K�H���L�Q�F�R�P�H���I�O�R�R�U�² �L�Q���������������P�H�G�L�F�D�O���H�[�S�H�Q�V�H�V��
�D�E�R�Y�H�������������R�I���D�G�M�X�V�W�H�G���J�U�R�V�V���L�Q�F�R�P�H���F�R�X�O�G���E�H���G�H�G�X�F�W�H�G�����/�R�Z�H�U���L�Q�F�R�P�H���K�R�X�V�H�K�R�O�G�V���W�H�Q�G���W�R���K�D�Y�H��
�K�L�J�K�H�U���P�H�G�L�F�D�O���H�[�S�H�Q�V�H�V���U�H�O�D�W�L�Y�H���W�R���W�K�H�L�U���L�Q�F�R�P�H���W�K�D�Q���K�L�J�K�H�U���L�Q�F�R�P�H���K�R�X�V�H�K�R�O�G�V�����,�Q���������������K�H�D�O�W�K��
�F�D�U�H���H�[�S�H�Q�G�L�W�X�U�H�V���R�I���W�K�H���S�R�R�U�H�V�W�����������R�I���K�R�X�V�H�K�R�O�G�V���Z�H�U�H���H�T�X�L�Y�D�O�H�Q�W���W�R���������������R�I���W�K�H�L�U���L�Q�F�R�P�H��
�F�R�P�S�D�U�H�G���W�R�������������R�I���L�Q�F�R�P�H���I�R�U���W�K�H���U�L�F�K�H�V�W�����������R�I���K�R�X�V�H�K�R�O�G�V��71 

�7�K�H���W�D�[���E�H�Q�H�I�L�W���R�I���W�K�H���H�[�F�O�X�V�L�R�Q���R�I���H�P�S�O�R�\�H�U���S�U�R�Y�L�G�H�G���K�H�D�O�W�K���L�Q�V�X�U�D�Q�F�H���L�V���S�U�R�J�U�H�V�V�L�Y�H�O�\��
�G�L�V�W�U�L�E�X�W�H�G���Z�L�W�K���D���6�X�L�W�V���L�Q�G�H�[���R�I�������������������7�K�H���H�[�F�O�X�V�L�R�Q���L�V���Q�R�W���O�L�P�L�W�H�G���W�R���M�X�V�W���W�D�[�S�D�\�H�U�V���Z�K�R��
�L�W�H�P�L�]�H�����V�R���W�K�H���W�D�[���E�H�Q�H�I�L�W���L�V���P�R�U�H���Z�L�G�H�O�\���G�L�V�W�U�L�E�X�W�H�G���W�K�U�R�X�J�K�R�X�W���W�K�H���L�Q�F�R�P�H���G�L�V�W�U�L�E�X�W�L�R�Q����
�)�X�U�W�K�H�U�P�R�U�H�����W�K�H���D�P�R�X�Q�W���H�[�F�O�X�G�H�G���R�I�W�H�Q���L�V���L�Q�G�H�S�H�Q�G�H�Q�W���R�I���L�Q�F�R�P�H���� 

Labor Supply 

�7�K�H���V�R�O�H���O�D�E�R�U���V�X�S�S�O�\���S�U�R�Y�L�V�L�R�Q���L�V���W�K�H���H�D�U�Q�H�G���L�Q�F�R�P�H���W�D�[���F�U�H�G�L�W�����(�,�7�&�����Z�L�W�K���S�U�R�J�U�H�V�V�L�Y�H�O�\��
�G�L�V�W�U�L�E�X�W�H�G���W�D�[���E�H�Q�H�I�L�W�V��72���7�K�H���6�X�L�W�V���L�Q�G�H�[���L�V���F�O�R�V�H���W�R���������������7�K�H���(�,�7�&���L�V���D�Y�D�L�O�D�E�O�H���W�R���D�O�O���W�D�[�S�D�\�H�U�V��
�Z�K�R���T�X�D�O�L�I�\���D�V���R�S�S�R�V�H�G���W�R���M�X�V�W���W�D�[�S�D�\�H�U�V���Z�K�R���L�W�H�P�L�]�H�����)�X�U�W�K�H�U�P�R�U�H�����L�W���G�R�H�V���Q�R�W���G�H�S�H�Q�G���R�Q���W�K�H��
�W�D�[�S�D�\�H�U�¶�V���W�D�[���E�U�D�F�N�H�W�² �L�W���L�V���G�L�U�H�F�W�O�\���V�X�E�W�U�D�F�W�H�G���I�U�R�P���W�D�[���O�L�D�E�L�O�L�W�\�����)�X�U�W�K�H�U�P�R�U�H�����L�W���L�V���D���U�H�I�X�Q�G�D�E�O�H��
�W�D�[���F�U�H�G�L�W���D�Q�G�����W�K�X�V�����W�D�[�S�D�\�H�U�V���Z�L�W�K���Q�R���W�D�[���O�L�D�E�L�O�L�W�\���F�D�Q���U�H�F�H�L�Y�H���D���U�H�I�X�Q�G�����7�K�H���(�,�7�&���L�V���D�Y�D�L�O�D�E�O�H���W�R��

                                                 
71 CRS calculations based on Bureau of Labor Statistics tabulations from the Consumer Expenditure Survey 

(http://www.bls.gov/cex). 

72 For a description, see CRS Report RL31768, The Earned Income Tax Credit (EITC): An Overview, by Christine 

Scott. 
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�W�D�[�S�D�\�H�U�V���Z�L�W�K���D�G�M�X�V�W�H�G���J�U�R�V�V���L�Q�F�R�P�H���E�H�O�R�Z���D���F�H�U�W�D�L�Q���O�H�Y�H�O���������������������I�R�U���D���P�D�U�U�L�H�G���W�D�[�S�D�\�H�U���I�L�O�L�Q�J��
�D���M�R�L�Q�W���U�H�W�X�U�Q�������Z�K�R���K�D�Y�H���H�D�U�Q�L�Q�J�V���D�Q�G���O�L�P�L�W�H�G���L�Q�Y�H�V�W�P�H�Q�W���L�Q�F�R�P�H�� 

Government 

�7�K�H���J�R�Y�H�U�Q�P�H�Q�W���W�D�[���H�[�S�H�Q�G�L�W�X�U�H�V�����Z�K�L�F�K���E�D�V�L�F�D�O�O�\���V�X�E�V�L�G�L�]�H���J�R�Y�H�U�Q�P�H�Q�W���S�U�R�J�U�D�P�V�����F�D�Q���E�H���H�L�W�K�H�U��
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Structural 

�7�K�H���O�D�V�W���F�D�W�H�J�R�U�\���L�V���V�W�U�X�F�W�X�U�D�O���W�D�[���S�U�R�Y�L�V�L�R�Q�V�����W�K�H���R�Q�O�\���W�D�[���S�U�R�Y�L�V�L�R�Q���O�L�V�W�H�G���L�V���W�K�H���F�K�L�O�G���W�D�[���F�U�H�G�L�W����
�7�K�H���F�K�L�O�G���W�D�[���F�U�H�G�L�W���G�R�H�V���Q�R�W���G�H�S�H�Q�G���R�Q���W�K�H���W�D�[�S�D�\�H�U�¶�V���W�D�[���E�U�D�F�N�H�W���D�Q�G���L�V���Q�R�W���O�L�P�L�W�H�G���W�R���L�W�H�P�L�]�H�U�V����
�7�K�H���W�D�[���F�U�H�G�L�W���L�V���O�L�P�L�W�H�G���W�R���W�D�[�S�D�\�H�U�V���Z�L�W�K���L�Q�F�R�P�H���E�H�O�R�Z���D���F�H�U�W�D�L�Q���O�H�Y�H�O�����W�K�H���F�U�H�G�L�W���E�H�J�L�Q�V���W�R��
�S�K�D�V�H���R�X�W���I�R�U���P�D�U�U�L�H�G���W�D�[�S�D�\�H�U�V���Z�L�W�K���$�*�,���R�Y�H�U�����������������������D�Q�G���Z�K�R���K�D�Y�H���T�X�D�O�L�I�\�L�Q�J���F�K�L�O�G�U�H�Q����
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Administrative and Technical Challenges 
�6�H�Y�H�U�D�O���W�D�[���S�U�R�Y�L�V�L�R�Q�V���Z�R�X�O�G���E�H���H�D�V�\���W�R���F�K�D�Q�J�H�����Z�K�L�F�K���F�R�X�O�G���V�L�P�S�O�L�I�\���W�D�[���D�G�P�L�Q�L�V�W�U�D�W�L�R�Q���D�Q�G��
�F�R�P�S�O�L�D�Q�F�H�����7�K�H�V�H���S�U�R�Y�L�V�L�R�Q�V���L�Q�F�O�X�G�H�����L�Q���J�H�Q�H�U�D�O�����G�H�G�X�F�W�L�R�Q�V�����F�U�H�G�L�W�V�����D�Q�G���G�L�I�I�H�U�H�Q�W�L�D�O���U�D�W�H�V���W�K�D�W��
�D�O�U�H�D�G�\���D�S�S�H�D�U���R�Q���W�K�H���W�D�[���I�R�U�P�����6�F�D�O�L�Q�J���E�D�F�N���G�H�G�X�F�W�L�R�Q�V�����V�X�F�K���D�V���E�\���L�P�S�R�V�L�Q�J���I�O�R�R�U�V�����Z�R�X�O�G��
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�W�K�H���H�[�F�O�X�V�L�R�Q���R�I���H�P�S�O�R�\�H�U���S�H�Q�V�L�R�Q�V�����W�K�H���H�[�F�O�X�V�L�R�Q���R�I���0�H�G�L�F�D�U�H���E�H�Q�H�I�L�W�V�����W�K�H���W�D�[�D�W�L�R�Q���R�I���F�D�S�L�W�D�O��
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Health Benefits 
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�W�R���H�D�F�K���W�D�[�S�D�\�H�U�����:�K�H�Q���F�R�P�S�D�U�H�G���W�R���Z�K�D�W���P�L�J�K�W���E�H���S�D�L�G���L�Q���W�K�H���S�U�L�Y�D�W�H���P�D�U�N�H�W�����W�K�H���Y�D�O�X�H���G�H�S�H�Q�G�V��
�R�Q���D�J�H�����H�[�L�V�W�L�Q�J���K�H�D�O�W�K���F�R�Q�G�L�W�L�R�Q�V�����I�D�P�L�O�\���V�L�]�H���D�Q�G���F�R�P�S�R�V�L�W�L�R�Q�����D�Q�G���F�R�V�W���R�I���P�H�G�L�F�D�O���F�D�U�H���L�Q���W�K�H��
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�E�D�V�H�G���R�Q���H�[�L�V�W�L�Q�J���K�H�D�O�W�K���F�R�Q�G�L�W�L�R�Q�V���Z�R�X�O�G���U�H���L�Q�W�U�R�G�X�F�H���D�G�Y�H�U�V�H���V�H�O�H�F�W�L�R�Q���L�V�V�X�H�V���L�Q�W�R���W�K�H���P�D�U�N�H�W���D�V��
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�Z�R�X�O�G���I�D�F�H���W�K�H���V�D�P�H���S�U�R�E�O�H�P�V���R�I���D���P�L�V�P�D�W�F�K���Z�L�W�K���H�P�S�O�R�\�H�H���W�D�[���U�D�W�H�V�� 
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Pension Benefits 
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Saving 
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�E�D�V�L�V���P�D�\���E�H���G�L�I�I�L�F�X�O�W���W�R���G�H�W�H�U�P�L�Q�H���R�Q���O�R�Q�J���K�H�O�G���D�V�V�H�W�V�����D�Q�G���W�K�H���T�X�H�V�W�L�R�Q���R�I���Z�K�H�W�K�H�U���R�U���Q�R�W���W�K�H��
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73 The current method of using the market value at the time of death as the basis is referred to as step-up in basis. Using 

the price the decedent paid is referred to as carry-over basis. 
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Appendix A. Classification of Tax Expenditures by 

Category 
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�L�Q�V�X�U�D�Q�F�H���D�Q�G���D�Q�Q�X�L�W�L�H�V�����G�H�I�H�U�U�D�O���R�I���W�D�[���R�Q���Q�R�Q���G�H�D�O�H�U���L�Q�V�W�D�O�O�P�H�Q�W���V�D�O�H�V�����G�H�I�H�U�U�D�O���R�I���W�D�[���R�Q���O�L�N�H��
�N�L�Q�G���H�[�F�K�D�Q�J�H�V�����W�K�H���Q�H�Z���P�D�U�N�H�W�V���W�D�[���F�U�H�G�L�W�����W�D�[���W�U�H�D�W�P�H�Q�W���R�I���H�P�S�O�R�\�H�H���V�W�R�F�N���R�Z�Q�H�U�V�K�L�S���S�O�D�Q�V���D�Q�G��
�V�W�R�F�N���R�S�W�L�R�Q�V�����H�[�F�O�X�V�L�R�Q���R�I���V�W�R�F�N���U�H�G�H�P�S�W�L�R�Q�V���W�R���S�D�\���H�V�W�D�W�H���W�D�[�H�V�����W�D�[���E�H�Q�H�I�L�W�V���I�R�U���S�H�Q�V�L�R�Q�V�����E�R�W�K��
�H�P�S�O�R�\�H�U���D�Q�G���V�H�O�I���H�P�S�O�R�\�H�G�������D�Q�G���L�Q�G�L�Y�L�G�X�D�O���U�H�W�L�U�H�P�H�Q�W���D�F�F�R�X�Q�W�V�����$�O�V�R���L�Q�F�O�X�G�H�V���O�R�Z�H�U���U�D�W�H�V���I�R�U��
�G�L�Y�L�G�H�Q�G�V���Z�K�H�Q���F�R�Q�V�L�G�H�U�L�Q�J���H�[�W�H�Q�V�L�R�Q���R�I���H�[�S�L�U�L�Q�J���W�D�[���E�H�Q�H�I�L�W�V���� 

�%�X�V�L�Q�H�V�V�����,�Q�F�O�X�G�H�V���H�[�S�H�Q�V�L�Q�J���R�I���U�H�V�H�D�U�F�K���D�Q�G���G�H�Y�H�O�R�S�P�H�Q�W���F�R�V�W�V�����D�O�O���S�U�R�Y�L�V�L�R�Q���L�Q���H�Q�H�U�J�\�����Q�D�W�X�U�D�O��
�U�H�V�R�X�U�F�H�V���D�Q�G���D�J�U�L�F�X�O�W�X�U�H���H�[�F�H�S�W���I�R�U���W�D�[���H�[�H�P�S�W���E�R�Q�G�V���D�Q�G���W�K�H���U�H�V�L�G�H�Q�W�L�D�O���H�Q�H�U�J�\���H�I�I�L�F�L�H�Q�F�\���F�U�H�G�L�W����
�S�U�R�Y�L�V�L�R�Q�V���U�H�O�D�W�L�Q�J���W�R���U�H�Q�W�D�O���K�R�X�V�L�Q�J���D�Q�G���F�U�H�G�L�W�V���I�R�U���V�W�U�X�F�W�X�U�H�V�����D�O�O���S�U�R�Y�L�V�L�R�Q�V���L�Q���W�K�H���V�X�E�F�D�W�H�J�R�U�\��
�³�R�W�K�H�U���E�X�V�L�Q�H�V�V���D�Q�G���F�R�P�P�H�U�F�H���´���R�W�K�H�U���W�K�D�Q���F�D�S�L�W�D�O���J�D�L�Q�V���S�U�R�Y�L�V�L�R�Q�V���L�Q�F�O�X�G�H�G���L�Q���V�D�Y�L�Q�J�V���D�Q�G���W�D�[��
�H�[�H�P�S�W���E�R�Q�G�V�����U�H�Q�H�Z�D�O���F�R�P�P�X�Q�L�W�\���L�Q�F�H�Q�W�L�Y�H�V�����D�Q�G���'�L�V�W�U�L�F�W���R�I���&�R�O�X�P�E�L�D���W�D�[���L�Q�F�H�Q�W�L�Y�H�V�����1�R�W�H���W�K�D�W��
�W�K�H���U�H�V�H�D�U�F�K���F�U�H�G�L�W���H�[�S�L�U�H�G���D�W���W�K�H���H�Q�G���R�I���������������E�X�W���L�V���Q�H�J�O�L�J�L�E�O�H���I�R�U���L�Q�G�L�Y�L�G�X�D�O�V���� 

�2�Z�Q�H�U���2�F�F�X�S�L�H�G���+�R�X�V�L�Q�J�����,�Q�F�O�X�G�H�V���P�R�U�W�J�D�J�H���G�H�G�X�F�W�L�R�Q�����S�U�R�S�H�U�W�\���W�D�[���G�H�G�X�F�W�L�R�Q�����H�[�F�O�X�V�L�R�Q���R�I��
�F�D�S�L�W�D�O���J�D�L�Q�V���R�Q���R�Z�Q�H�U���R�F�F�X�S�L�H�G���K�R�X�V�L�Q�J�����D�Q�G���U�H�V�L�G�H�Q�W�L�D�O���H�Q�H�U�J�\���H�I�I�L�F�L�H�Q�F�\���F�U�H�G�L�W�V�� 

�&�R�Q�V�X�P�S�W�L�R�Q�����&�O�D�V�V�L�I�L�H�G���L�Q�W�R���W�K�U�H�H���V�X�E�F�D�W�H�J�R�U�L�H�V�����Z�L�W�K���W�K�H���H�[�F�H�S�W�L�R�Q���R�I���W�K�H���H�P�S�O�R�\�H�U���H�[�F�O�X�V�L�R�Q��
�R�I���O�L�I�H���D�Q�G���D�F�F�L�G�H�Q�W���L�Q�V�X�U�D�Q�F�H���� 

�+�H�D�O�W�K�����$�O�O���R�I���W�K�H���S�U�R�Y�L�V�L�R�Q�V���X�Q�G�H�U���W�K�H���K�H�D�O�W�K���I�X�Q�F�W�L�R�Q�D�O���F�D�W�H�J�R�U�\���H�[�F�H�S�W���I�R�U���F�K�D�U�L�W�D�E�O�H��
�F�R�Q�W�U�L�E�X�W�L�R�Q�V���D�Q�G���W�D�[���H�[�H�P�S�W���E�R�Q�G�V�����S�O�X�V���F�D�I�H�W�H�U�L�D���S�O�D�Q�V���Z�K�L�F�K���D�U�H���O�D�U�J�H�O�\���X�V�H�G���W�R���S�D�\���I�R�U���W�K�H��
�H�P�S�O�R�\�H�H�¶�V���V�K�D�U�H���R�I���K�H�D�O�W�K���S�O�D�Q�V�� 

�(�G�X�F�D�W�L�R�Q�����$�O�O���R�I���W�K�H���S�U�R�Y�L�V�L�R�Q�V���X�Q�G�H�U���W�K�H���H�G�X�F�D�W�L�R�Q���V�X�E���I�X�Q�F�W�L�R�Q�����H�[�F�H�S�W���I�R�U���W�D�[���H�[�H�P�S�W���D�Q�G���W�D�[��
�I�D�Y�R�U�H�G���E�R�Q�G�V�����D�Q�G���F�K�D�U�L�W�D�E�O�H���F�R�Q�W�U�L�E�X�W�L�R�Q�V�� 

�&�K�D�U�L�W�\�����&�K�D�U�L�W�D�E�O�H���F�R�Q�W�U�L�E�X�W�L�R�Q�V�����D�O�O���W�K�U�H�H���F�D�W�H�J�R�U�L�H�V�����J�H�Q�H�U�D�O�����H�G�X�F�D�W�L�R�Q�����D�Q�G���K�H�D�O�W�K������ 

�/�D�E�R�U���6�X�S�S�O�\�����,�Q�F�O�X�G�H�V���H�[�F�O�X�V�L�R�Q���I�R�U���L�Q�F�R�P�H���H�D�U�Q�H�G���D�E�U�R�D�G�����H�P�S�O�R�\�H�U���W�U�D�Q�V�S�R�U�W�D�W�L�R�Q���E�H�Q�H�I�L�W�V����
�P�L�Q�L�V�W�H�U�¶�V���K�R�X�V�L�Q�J���D�O�O�R�Z�D�Q�F�H�����I�U�L�Q�J�H���E�H�Q�H�I�L�W�V�����H�P�S�O�R�\�H�H���D�Z�D�U�G�V�����L�Q�F�R�P�H���H�D�U�Q�H�G���E�\���E�H�Q�H�I�L�F�L�D�U�\��
�D�V�V�R�F�L�D�W�L�R�Q�V�����H�[�F�O�X�V�L�R�Q�V���I�R�U���F�K�L�O�G���D�Q�G���G�H�S�H�Q�G�H�Q�W���F�D�U�H�����H�D�U�Q�H�G���L�Q�F�R�P�H���F�U�H�G�L�W�� 

�*�R�Y�H�U�Q�P�H�Q�W�����,�Q�F�O�X�G�H�V���H�[�F�O�X�V�L�R�Q�V���R�I���Y�D�U�L�R�X�V���E�H�Q�H�I�L�W�V���D�Q�G���S�D�\�P�H�Q�W�V���I�R�U���W�K�H���D�U�P�H�G���V�H�U�Y�L�F�H�V���D�Q�G��
�I�H�G�H�U�D�O���F�L�Y�L�O�L�D�Q���H�P�S�O�R�\�H�H�V���Z�R�U�N�L�Q�J���D�E�U�R�D�G�����D�O�O���W�D�[���H�[�H�P�S�W���E�R�Q�G�V�����S�U�L�Y�D�W�H���D�F�W�L�Y�L�W�\���D�Q�G���J�H�Q�H�U�D�O��
�R�E�O�L�J�D�W�L�R�Q�������W�D�[���G�H�G�X�F�W�L�R�Q�V�����H�[�F�H�S�W���S�U�R�S�H�U�W�\���W�D�[�������H�[�F�O�X�V�L�R�Q���I�R�U���W�U�D�Q�V�I�H�U�V���X�Q�G�H�U���J�R�Y�H�U�Q�P�H�Q�W��
�S�U�R�J�U�D�P�V�����6�R�F�L�D�O���6�H�F�X�U�L�W�\�����0�H�G�L�F�D�U�H�����9�H�W�H�U�D�Q�¶�V���E�H�Q�H�I�L�W�V�����Z�R�U�N�H�U�V���F�R�P�S�H�Q�V�D�W�L�R�Q�����E�H�Q�H�I�L�W�V���I�R�U��
�G�L�V�D�E�O�H�G���F�R�D�O���P�L�Q�H�U�V�����F�D�V�K���S�X�E�O�L�F���D�V�V�L�V�W�D�Q�F�H�������G�H�I�H�U�U�D�O���R�I���L�Q�W�H�U�H�V�W���R�Q���V�D�Y�L�Q�J�V���E�R�Q�G�V���� 

�6�W�U�X�F�W�X�U�D�O�����,�Q�F�O�X�G�H�V���G�L�V�D�V�W�H�U���U�H�O�L�H�I�����F�K�L�O�G���F�U�H�G�L�W�����H�[�F�O�X�V�L�R�Q���R�I���G�D�P�D�J�H�V���R�Q���D�F�F�R�X�Q�W���R�I���S�H�U�V�R�Q�D�O��
�S�K�\�V�L�F�D�O���L�Q�M�X�U�L�H�V�����G�L�V�D�V�W�H�U���U�H�O�L�H�I�����D�Q�G���W�K�H���D�G�G�L�W�L�R�Q�D�O���V�W�D�Q�G�D�U�G���G�H�G�X�F�W�L�R�Q���I�R�U���W�K�H���E�O�L�Q�G���D�Q�G���W�K�H��
�H�O�G�H�U�O�\�� 

                                                 
85 For a description of each tax expenditure see U.S. Senate, Committee on the Budget, Tax Expenditures: 
Compendium of Background Material on Individual Provisions, December 2010, http://www.gpo.gov/fdsys/pkg/

CPRT-111SPRT62799/pdf/CPRT-111SPRT62799.pdf. 
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Appendix B. Data and Methods 
�7�Z�R���Q�D�W�L�R�Q�D�O�O�\���U�H�S�U�H�V�H�Q�W�D�W�L�Y�H���G�D�W�D���I�L�O�H�V���D�U�H���X�V�H�G���L�Q���W�K�H���D�Q�D�O�\�V�L�V���W�R���H�V�W�L�P�D�W�H���W�K�H���S�U�R�J�U�H�V�V�L�Y�L�W�\���R�I��
�V�H�O�H�F�W�H�G���W�D�[���H�[�S�H�Q�G�L�W�X�U�H�V�� 

2006 Public Use Tax File 

�7�K�H���I�L�U�V�W���V�R�X�U�F�H���R�I���G�D�W�D���L�V���W�K�H�������������,�Q�W�H�U�Q�D�O���5�H�Y�H�Q�X�H���6�H�U�Y�L�F�H�����,�5�6�����6�W�D�W�L�V�W�L�F�V���R�I���,�Q�F�R�P�H�����6�2�,����
�3�X�E�O�L�F���8�V�H���)�L�O�H�����7�K�H���3�X�E�O�L�F���8�V�H���)�L�O�H���L�V���D���Q�D�W�L�R�Q�D�O�O�\���U�H�S�U�H�V�H�Q�W�D�W�L�Y�H���V�D�P�S�O�H���R�I���W�D�[���U�H�W�X�U�Q�V���I�R�U���W�K�H��
�����������W�D�[���\�H�D�U�����7�R���S�U�R�W�H�F�W���W�K�H���L�G�H�Q�W�L�W�\���R�I���L�Q�G�L�Y�L�G�X�D�O���W�D�[�S�D�\�H�U�V���Z�K�L�O�H���S�U�H�V�H�U�Y�L�Q�J���W�K�H���F�K�D�U�D�F�W�H�U���R�I���W�K�H��
�G�D�W�D�����W�K�H���,�5�6���P�D�G�H���F�K�D�Q�J�H�V���W�R���W�K�H���G�D�W�D�����&�R�Q�V�H�T�X�H�Q�W�O�\�����Z�K�L�O�H���U�H�O�L�D�E�O�H���D�J�J�U�H�J�D�W�H���L�Q�I�R�U�P�D�W�L�R�Q���F�D�Q��
�E�H���R�E�W�D�L�Q�H�G�����L�Q�G�L�Y�L�G�X�D�O���W�D�[�S�D�\�H�U���U�H�F�R�U�G�V���L�Q���W�K�H���G�D�W�D���P�D�\���R�U���P�D�\���Q�R�W���F�R�Q�W�D�L�Q���L�Q�I�R�U�P�D�W�L�R�Q���I�U�R�P���M�X�V�W��
�R�Q�H���W�D�[���U�H�W�X�U�Q�����7�K�H���X�Q�L�W���R�I���D�Q�D�O�\�V�L�V���L�V���W�K�H���W�D�[���U�H�W�X�U�Q���I�R�U���D���W�D�[�S�D�\�H�U�����D�Q�G���,�5�6���S�U�R�Y�L�G�H�G���V�D�P�S�O�H��
�Z�H�L�J�K�W�V���D�U�H���X�V�H�G���W�K�U�R�X�J�K�R�X�W���W�K�H���D�Q�D�O�\�V�L�V�����7�K�H���D�Q�D�O�\�V�L�V���V�D�P�S�O�H���F�R�Q�W�D�L�Q�V���L�Q�I�R�U�P�D�W�L�R�Q���I�R�U������������������
�W�D�[�S�D�\�H�U�V�����U�H�S�U�H�V�H�Q�W�L�Q�J���������������P�L�O�O�L�R�Q���W�D�[�S�D�\�H�U�V���� 

2007 Survey of Consumer Finances 

�7�K�H���V�H�F�R�Q�G���V�R�X�U�F�H���R�I���G�D�W�D���L�V���W�K�H���)�H�G�H�U�D�O���5�H�V�H�U�Y�H���%�R�D�U�G�¶�V�������������6�X�U�Y�H�\���R�I���&�R�Q�V�X�P�H�U���)�L�Q�D�Q�F�H�V��
���6�&�)�������7�K�H���6�&�)���L�V���D���Z�H�D�O�W�K���V�X�U�Y�H�\�����E�X�W���D�O�V�R���L�Q�F�O�X�G�H�V���H�P�S�O�R�\�P�H�Q�W���D�Q�G���L�Q�F�R�P�H���L�Q�I�R�U�P�D�W�L�R�Q���I�R�U��
�K�R�X�V�H�K�R�O�G�V���L�Q���W�K�H���V�D�P�S�O�H�����7�K�H���6�&�)���L�V���X�V�H�G���W�R���H�V�W�L�P�D�W�H���W�K�H���6�X�L�W�V���L�Q�G�H�[���I�R�U���W�D�[���E�H�Q�H�I�L�W�V���R�I�����������N����
�W�\�S�H���S�H�Q�V�L�R�Q���S�O�D�Q�V�����,�5�$�V�����H�P�S�O�R�\�H�U���S�U�R�Y�L�G�H�G���K�H�D�O�W�K���L�Q�V�X�U�D�Q�F�H�����D�Q�G���0�H�G�L�F�D�U�H���E�H�Q�H�I�L�W�V�����%�R�W�K��
���������N�����F�R�Q�W�U�L�E�X�W�L�R�Q�V���D�Q�G���D�F�F�R�X�Q�W���E�D�O�D�Q�F�H�V���D�V���Z�H�O�O���D�V���,�5�$���D�F�F�R�X�Q�W���E�D�O�D�Q�F�H�V���D�U�H���U�H�S�R�U�W�H�G���L�Q���W�K�H��
�6�&�)�����,�Q���H�V�W�L�P�D�W�L�Q�J���W�K�H���W�D�[���E�H�Q�H�I�L�W�V���R�I�����������N�����D�Q�G���,�5�$���H�D�U�Q�L�Q�J�V�����L�W���L�V���D�V�V�X�P�H�G���W�K�D�W���W�K�H���U�D�W�H���R�I��
�U�H�W�X�U�Q���R�Q���W�K�H���D�F�F�R�X�Q�W���E�D�O�D�Q�F�H�V���L�V�������� 

�1�H�L�W�K�H�U���W�K�H���Y�D�O�X�H���R�I���0�H�G�L�F�D�U�H���E�H�Q�H�I�L�W�V���Q�R�U���W�K�H���S�U�H�P�L�X�P���I�R�U���H�P�S�O�R�\�H�U���S�U�R�Y�L�G�H�G���K�H�D�O�W�K���L�Q�V�X�U�D�Q�F�H���L�V��
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Figure B-1. Concentration Curves: Itemized Deductions  

 
Source: CRS analysis of 2006 IRS Statistics of Income Public Use File. 
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Figure B-2. Concentration Curves:  Income Exclusions  

 
Source: CRS analysis of 2006 IRS Statistics of Income Public Use File and 2007 Survey of Consumer Finances. 
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Figure B-3. Concentration Curves: Tax Credits and Preferential Tax Rates  

 
Source: CRS analysis of 2006 IRS Statistics of Income Public Use File. 
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